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ABSTRACT

A constant in today's Departnent of Defense (DoD) is
the push for installations to save noney by privatizing and
outsourcing service functions currently perforned by
Feder al Governnent  enpl oyees. As an alternative to
privatization and outsourcing, installations are | ooking
i ncreasingly towards cooperative public-public and public-
private partnerships to facilitate innovative cost saving
initiatives. The success of current DoD partnering
initiatives suggests that governnent’s partnering wth
muni cipalities to reduce the cost of installation support

services coul d produce substantial savings.

This thesis exam ned the proposed | and | ease agreenent
bet ween Naval Postgraduate School (NPS) and the City of
Monterey as a neans to reduce facilities operation and
mai nt enance costs and provide <capital inprovenents to
facilities infrastructure at NPS, while also providing
addi ti onal recreational facilities and mai nt enance
responsibilities at conpetitive costs for the Gty of
Mont er ey.

The nmethod of analysis included a literature review of
business practices and industry publications associated
with partnering initiatives, and sem -structured interviews
conducted wth 23 i ndi vi dual s from three primary
st akehol der groups.

Findings indicate that NPS and the City of Monterey
could benefit from the proposed agreenent in terns of cost
savings, inproved infrastructure, and recreational assets

for the Gity. | mpl ementation difficulties include

\'



substanti al differences in terns of cost accounting
practices, conmrunication and decision-making structures,

and corporate cul tures.

Vi



TABLE OF CONTENTS

INTRODUCTI ON . . . e 1
A BACKGROUND . . . . 1
B RESEARCH OBJECTIVE . . .. ... e 3
C. RESEARCH QUESTIONS . . .. ... e 3
D. SCOPE . . . 4
E METHODOLOGY . . ..ot e e e e e e e e 5
F BENEFI TS OF THE STUDY . .. ... ... . e 6
G ORGANI ZATION OF THE THESIS. . ... ... ... .. .. .. . .. ... 6
1. LITERATURE REVIEW. . .. .. 9
A QUTSOURCE NG. . .o e e 11
B PARTNERI NG. . . . . 19
I'1'1. BACKGROUND AND FUTURE PLANS OF The NAVAL POSTGRADUATE
SCHOCL AND THE CITY OF MONTEREY . .. ... ... ... . . .. 41
A NAVAL POSTGRADUATE SCHOOL BACKGROUND FACTCRS. .. ... 41
B NAVAL POSTGRADUATE SCHOOL  FUTURE PLANS  AND
INETIATIVES . e 43
C. CTY OF MONTEREY BACKGROUND FACTORS. .............. 47
D. CI TY OF MONTEREY CURRENT PARTNERI NG I NI TI ATI VES. . . 48
E. THE PROPCSED LAND LEASE AGREEMENT BETWEEN THE
NAVAL POSTGRADUATE SCHOOL AND THE dTY OF
MONTEREY, CALIFORNI A . ... . . e 57
V. STAKEHOLDER DATA . . . e 61
A NAVAL POSTGRADUATE SCHOCOL PERSPECTIVES............ 61
B. CITY OF MONTEREY PERSPECTIVES..................... 76
C. MONTEREY RESI DENTS' PERSPECTIVE................... 98
V CONCLUSI ONS AND RECOMVENDATIONS . . . .. ... oo 109
A CONCLUSI ONS . . . o e 109
B. RECOMMVENDATIONS . . . .. 115
C. FOLLOWON STUDIES. ... ... . 117
APPENDI X A PUBLI C LAW 103-337, SECTION 816 ............... 119
APPENDI X B NPS MAP OF POTENTI AL LEASING OPTIONS. . ........ 121
APPENDI X C CITY'S PRELI M NARY LI ST OF | MPROVEMENTS . . ... ... 123
APPENDI X D NPS PRELI M NARY ESTI MATES FOR ANNUAL
MAI NTENANCE SAVI NGS AND COST AVODANCE. . .............. 125
LI ST OF REFERENCES . . . . . . .. . e 127
INITIAL DISTRIBUTION LIST . ... e 133



TH'S PAGE | NTENTI ONALLY LEFT BLANK

Viili



LI ST OF ACRONYMNS

AMP Access Monterey Peninsul a

ASA Adm ni strative Support Assi stant

AFB Air Force Base

BASOPS Base Operation and Mai ntenance
Service

BRAC Base Real i gnnent and C osure

CSuvB California State University,
Mont er ey Bay

ClP Capital | nprovenment Program

CNA Center for Naval Analysis

CNO Chi ef of Naval Operations

CDC Chil d Devel opnent Center

CA Commercial Activity

COTS Commercial Of-the-Shelf

CORM Conmi ssion on Roles & M ssions of
the Arned Services

CECOM Communi cati ons El ectronics Comand

CA Cooper ati ve Agreenent

DLI Def ense Language Institute

DLI FLC Def ense Language Institute Foreign
Language Center

DRI Def ense ReformInitiative

DoD Departnent of Defense

DoN Depart ment of Navy

DOC Directorate of Contracting

DPW Directorate of Public Wrks

EFA Engi neering Field Activity

EMD Engi neeri ng and Manuf acturing
Devel opnent

EA Envi ronnent al Assessnent

FW Fair Market Val ue

FAR Federal Acquisition Regul ation

FSA Field Support Activity

FBM Fleet Ballistic Mssile Program

FA Functionality Assessnent

GAO Gover nment Accounting Ofice

HHVMT Hand-Held Multi-Media Term nal s

| T | nf or mati on Technol ogy

| DE I ntegrated Digital Environnent

| ME | nt egr at ed Managenent Enterprises

| PPDT | nt egrat ed Process/ Product
Devel opment Team

| TT | ntegrated Test Team

i X



JPA

LAV

MARCCORL OGBASES
MVEO

NAI D

NPS
NSAMB

NI P
OVB
oM
oVC
POV
PPWA
PEG
PW
QDR
RSI P
RCAS

RBA
REA
RVA
SOW
SI K
SoOwW
SWOT

SME
USCPW

usMC

Joi nt Powers Agency

Li ght Arnored Vehicle

Mari ne Corps Logistics Bases

Most Efficient Organization

Nat i onal Associ ati on of

I nstall ati on Devel opers

Naval Postgraduate School

Naval Support Activity, Monterey
Bay

Nei ghbor hood | nprovenent Program
O fice of Managenent and Budget
Oper ations and Mai nt enance

Od Mlitary Community

Presi di o of Monterey

Presidi o Public Wrks Agency

Publ i c, Education, and Gover nnment
Publ i c Wbrks

Quadr enni al Defense Revi ew

Regi onal Shore Infrastructure Plan
Reserve Conponent Automation
System

Revol ution in Business Affairs
Revol ution in Educational Affairs
Revolution in Mlitary Affairs
Scope of Work

Services in Kind

St at enent of Work

Strengt hs, Waknesses,
Qpportunities, and Threats

Subj ect Matter Experts

United States Arny Center for
Publ i c Wbrks

United States Marine Corps



ACKNONLEDGEMENTS

We give praise and glory to GOD, for w thout himour
lives woul d be meani ngl ess.

We thank and express our deepest appreciation to our
t hesi s advisors, Professors Cary Sinon and WIIliam Gates,
for their support and encouragenent throughout the |ong and
arduous process that is the thesis.

We extend a special thanks to our famlies; our
husbands, Karl and Joel; our children, Constance, Candice,
Courtney, and MacKenzie, each of whose |ove, patience, and
support hel ped make the conpletion of this thesis possible.

We | ove you all.

Xi



THI'S PAGE | NTENTI ONALLY LEFT BLANK



| NTRODUCTI ON

A BACKGROUND

The Naval Postgraduate School (NPS) proposed the
concept of outgrants to the Cty of Monterey, in January
2001. The proposal covered three distinct areas of NPS and
three different real estate agreenents. The first
agreenent involved a land | ease agreenent that would allow
City of Monterey residents to use a portion of NPS for
recreation, i.e., the Del Mnte Lake Park area, the
baseball field, and the land surrounding the Del Monte
Lake. Monterey residents could use these areas as a
nei ghbor hood park facility and the Gty of Mnterey would
provi de upgrades and maintenance of these areas. The
second agreenent involved a license that would allow the
City of Monterey to use approximtely 59,200 square feet of
| and and approximately 8,165 square feet of building space
in the NPS transportation yard for Cty vehicle
mai nt enance. The third agreenent involved granting an
easenent on the NPS property along Sloat Avenue. The Gty
of Monterey would use this property to develop a safe bike
trail from Del Mnte Avenue to Mark Thomas Drive and
provide additional parking for NPS students along Sl oat
Avenue. The proposed |and |ease agreenent has the
potential for positive outcomes for three groups of
st akehol ders: the City of Monterey and its residents, and

t he Naval Postgraduate School .

Conparatively, the City of Mnterey is fortunate in
terms of having a reliable tax base, stable business

environnment, and town control of its recreation facilities
1



and good relations with its two mlitary neighbors — NPS
and the Arny’s Defense Language Institute (DLI). The
upgrades and capital inprovenents proposed in the |land
| ease proposal represent a much |ower cost, spread over
time, than the Cty of Mnterey could expect to pay if it

had to purchase | and and build new park facilities.

The Naval Postgraduate School is also fortunate in
terms of a long-terminflow of mlitary officers obtaining
graduate education, and substantial control of nunerous
bui | di ngs and departnents, including nmanagenent of a new $7
mllion gymasi um and ot her recreation facilities.
Rel i nqui shing property managenent responsibilities for the
proposed | and | ease areas could allow the Naval
Post graduate School to increase focus on its primry
m ssion of graduate education. It could retain priority
use of the facilities and obtain the benefits of capita

i nprovenents to the property.

However, bot h entities are facing substanti al
chal | enges and probl ens. Long-range plans are unclear for
existing land and facilities devel opnent. Both are
experiencing conpeting demands for scarce resources amd
calls for better and nore services. Both face increasing
pressure from diverse stakeholders to obtain substantial
return on investments and reduce costs. There is confusion
over the enmerging roles and inplenmentation of outsourcing,
privatization, benchmarking, and the anbi guous conpensati on
nmechani sm inherent in public-public and public-private

part ner shi ps.



B. RESEARCH OBJECTI VE

The overall objective of this research is to describe
and anal yze the process of public-public partnerships and
busi ness partnerships between the Navy and a |oca
government, particularly, the exchange of Navy properties
(real estate) and/or services for noneys and/or services
St akehol der and SWOT anal ysis are used as net hodol ogi es and
tools to study the |land |ease process. The objective is
to describe the public-public partnership process using NPS
and the City of Mnterey as an energing exanple whereby

| essons | earned can be generated for future endeavors.

C. RESEARCH QUESTI ONS

1. VWhat are the potential costs (negative inpacts)
associated wth the proposed I|and |ease
agr eenent ?

2. Wat are the potential Dbenefits (positive
i npacts) associated wth the proposed |and
| ease agreenent ?

3. What are t he strengt hs, weaknesses,
opportunities, and threats (SWOT Anal ysis)
associated wth the ©proposed Iland |ease

agreenent from the perspectives of the three
maj or stakeholders: NPS, the Cty of Monterey,
and City of Monterey residents?

4. What are the fundanental issues (problens or
chal | enges) observed during the process?
5. VWat is the Fair Mrket Value (FWM) and the

assunptions concerning the proposed |and |ease
agreenent ?

6. What are t he strengt hs and weaknesses
associated with wusing Service-in-Kind as the
paynent nmethod for the proposed Iland |ease
agr eenent ?



7. What are t he strengt hs and weaknesses
associated wth wusing Cash as the paynent
met hod for the proposed | and | ease agreenent?

8. What is the cost avoidance vs. cost savings
valuation for NPS as a result of the proposed
| and | ease agreenent?

9. What are the energing business plans for the
proposed | and | ease agreenent ?

10. VWhat are the primary strategic issues involved
in the proposed land |ease agreenent, i.e.,

maj or chall enges and problens involved in the
process and i nplenmentation of an agreenent?

11. How does the proposed |and |ease agreenent
“fit” with the stated strategic plan of NPS and
the City of Mnterey, 1i.e., relevance of

m ssions(s) to the proposed agreenent?

12. What services wuld the Gty of Monterey
provide and what evidence supports increased
ef ficiencies?

13. How do NPS and the Cty of Monterey conpare
regarding recreational facilities managenent
costs?

D. SCOPE

This thesis exam nes and conpares the cost (negative
i npacts) and benefits (positive inpacts) of a proposed |and
| ease agreenent between the Naval Postgraduate School and
the Gty of Mnterey, California. It analyzes the costs
and benefits of the proposed |and | ease agreenent from the
perspective of three min stakehol ders: t he Naval
Post graduate School, Cty of Mnterey, and the residents of
the City. It examines public-public partnerships for
recent historical transactions to glean trends and | essons
| ear ned. This thesis draws conclusions and rmakes

recommendations relative to the efficacy of the proposed

4



| and | ease agreenent and the effectiveness of the overall

process.

E. MVETHODOLOGY

Data for this study consists of proposals and design
inputs from the Naval Postgraduate School Public Wrks
Department, City of Mnterey Director of Public Wrks, and
City of Mnterey Project Developnent and Construction
Manager. A literature review sunmarizes business practices
and industry publications relating to public-public and
public-private part ner shi ps, | essons | ear ned from
part ner shi ps bet ween muni ci palities and mlitary
instal |l ati ons, aspects of the ongoing Revolution in
Business/Mlitary Affairs, and Joint Vision 2010. [Ref. 42]

Sem -structured interviews were conducted wth 23
participants including civilian and mlitary nanagers,
conptroller personnel, and various custoners and persons
from the three main stakehol der groups. St akehol der and
SWOT Analyses were wused as nethodologies to analyze
st akehol der perceptions concerning the proposed agreenent.

A financial cost/ benefit analysis could not be
conduct ed. The Cty of Mnterey provided financial
mai nt enance and managenent data representative of a park
conparable to that being considered for |ease. However,
rel evant financial, mintenance, and managenent data from

t he Naval Postgraduate School could not be obtai ned.



F. BENEFI TS OF THE STUDY

This thesis provides a detailed description of the
process surrounding the proposed |land |ease agreenent
between the Naval Postgraduate School and the City of
Monterey, California. Through description and anal ysis of
the key issues, we highlight problem areas in the proposed
agr eenent and provide analysis into the role of
st akehol ders regarding the relevance of their concerns in
the final decision to |ease the property. This thesis is
intended to support the Naval Postgraduate School and the
City of Monterey in generating energing business and |ong

range facilities utilization plans.

G ORGANI ZATI ON OF THE THESI S

The following chapters study the proposed |and |ease
agreenent between the Naval Postgraduate School and the
City of Mnterey, California. Chapter | introduces and
outlines the study. Chapter 11 presents a historical
analysis of the wuse of partnering within the Federal
Government to include a review of overall partnering
successes. Chapter 1Il provides an analysis of the
| egi sl ative hi story of public-private statutes and
regulations to include all currently existing governing
laws and regulations and their inmpact on the creative use
of partnering to effect progressive change on Navy
installations. Chapter IV is an analysis of the data drawn
from sem -structured interviews conducted with menbers of
the three primary stakehol der groups. Chapter V contains

concl usions and reconmendati ons drawn from the anal ysis of

6



t he proposal and stakehol der comrents. The concl usions and
recommendations are directed towards making a possible
agreenent a viable avenue for increased efficiencies and
cost savings for both the Naval Postgraduate School and the

City of Monterey.
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1. LI TERATURE REVI EW

This chapter provides an overview of conpetitive
sourcing or outsourcing and the business practice known as
partneri ng. Conpetitive sourcing, out sour ci ng, and
partnering are defined and a brief background of their
origins is provided. Exanples of outsourcing, partnering,
and outgrant prograns are provided from the private and
public sectors.

A mgjor constant in today's Departnent of Defense
(DoD) budgeting process is that each agency nust streanline
its operation by pursuing as many cost-cutting neasures as
possi bl e. When such neasures are not voluntarily taken,
Congress is forcing the issue through overall budgetary
cuts. Service installation nmanagers are encouraged to
fol |l ow t he admnistration's current policy, whi ch
originated from the National Performance Review, to save
noney by finding opportunities for the privatization and
outsourcing of functions now being perfornmed by Federal
Gover nient enpl oyees and to | ook for cooperative
cost-cutting public-public and public-private partnerships.
[ Ref . 3]

The 2001 Base Realignnment and C osure (BRAC) actions
pose additional <challenges to the Navy and the Naval
Postgraduate School’s ability to carry out its mlitary
m ssion. [Ref. 53] BRAC will further reduce the Navy's
infrastructure and force it to rethink its strategies for
maintaining the flexibility it needs to uphold its
readi ness posture. To neet these form dable chall enges,
the Navy, and nore specifically the Naval Postgraduate

9



School, nust seek innovative ways to provide graduate and
prof essi onal education prograns that focus on the unique
needs of mlitary officers and that explore concepts that
can optimze infrastructure utilization. Partnering m ght
of fer innovative approaches that could hel p NPS achieve its
educational goals in a nore streamined, restructured
envi ronment . Al t hough the Navy has used partnering in the
past (as denonstrated by sonme of the forthcom ng exanpl es),
we will argue that it has not aggressively exploited this
prom si ng business practice in the forns and variants now
avai | abl e.

Hi storically, organizations wused privatization and
out sourcing as successful managenent tools to reduce costs
and streanline processes. Nevert hel ess, the popularity of
partnering has varied over the years with the greatest
usage tied specifically to special Ilegislation in such

areas as contractor-built housing on governnent | and.

Today, policy nmakers are pronoting partnering as a
method to increase or enhance facilities and services while
decreasing costs. Unfortunately, installation managers
exploring partnering initiatives wth private contractors
and | ocal and state governnments run into many roadbl ocks to
their innovative and resourceful ideas. They face a
network  of Feder al statutes and regulations, many
interpreted differently from one branch of service to the
next, which inpede or conpletely block cost-cutting and
partnering agreenments. The Naval Postgraduate School and
the City of Mnterey encounter several of these sane

obstacles in their proposed partnering agreenent.

10



A OQUTSOURCI NG

According to the 1998 Defense Reform Initiative (DRI),
the basic difference between conpetitive sourcing and
outsourcing is that conpetitive sourcing assunes a |evel
playing field in terns of continual assessnment and
i nprovenent of governnment practices based on conpetitive
forces. [Ref. 15] Qut sourcing, on the other hand, assunes
that soneone outside of governnent can perform sone
functions better than the governnent agency. Utimtely,
agenci es conduct studies to decide whether to outsource or
to retain a function in-house.

1. Definitions

For the purpose of this thesis, we wuse the term
outsourcing for analytical and conparative purposes and
define outsourcing as foll ows:

The governnent retains ownership and control over

operations of the activity through surveill ance

of the contract. The primary nmethod of

outsourcing activities is through cost conparison

procedures designed to determine the nost
efficient and cost effective operation. [Ref. 32]

When out sour ced, oper ati ons of a function
traditionally performed by Governnent per sonnel are
transferred to the private sector, but the Governnent

retains responsibility and control of the function, i.e.,
the service to be rendered, how the service wll be
conpleted, who will perform the service, and nonitoring of

t he service. Public funds pay for the outsourced function

through a contract with the private sector firm

11



The Ofice of Managenent and Budget’ s A-76
Suppl enent al Handbook provi des t he gui del i nes for
comercial studies in the Departnment of Defense. [Ref. 32]
To conpare the costs of i n-house and contractor
performance, Circular A-76 requires an agency first to
review and define what it considers the nost efficient
organi zation (MEO). Based on this MO, an in-house cost
estimate is prepared and conpared to private sector bids.
Selection of the service provider is then based on the
“best value” for the governnment. The governnent defines
“best value” as follows:

A process used in conpetitive, negoti at ed
contracting to select the nost advantageous offer

by evaluating and conparing factors in addition

to cost or price. It allows offerors flexibility

in selection of their best proposal strategy

t hrough tradeoffs, which may be nmade between the

cost and non-cost evaluation factors. It should

result in an award that will give the Governnent

the greatest or best value for its noney. It is

the preferred source selection nethodol ogy,

havi ng been given renewed vigor since Executive

Order 12931 was issued on 13 Cctober 94. The

Executive Oder directs executive agencies to

place nore enphasis on past performance and

pronote best value rather than sinply [ow cost in

selecting sources for supplies and services.
[ Ref . 32]

Sinmply put, “best value” is a conbination of cost
factors and non-cost factors such as quality, reliability,
mai ntai nability, and risk. “Best value” does not
necessarily nean | owest price.

12



2. Backgr ound

a. Qutsourcing in the DoD

A March 1996 DoD article, “lInproving the Conbat
Edge Through Qutsourcing,” assumes that DoD is facing

unpr ecedent ed change. These changes reflect an array of
factors including rapidly evolving global political
conflicts and i ncreasi ng oper at i onal and per sonnel
conmmtnents on U. S forces. The United States defense

strategy has changed from preparing for global war to
managi ng nultiple regional conflicts. Funding and manpower
to support nunmerous regional conflicts seens i nadequate.
The DoD article states that defense structure and nmanpower
are roughly one-third smaller than they were in the 1980s
and the budget has declined by alnost 40 percent (in real
terns) fromits peak in 1985.

To neet the continuing budget and personnel
l[imtations and to fund weapons nodernization, DoD
increased its enphasis on outsourcing support functions (or
comrer ci al activities) to reduce costs and increase

ef ficiencies. Recent studies by the Center for Naval
Analysis (CNA) and the Governnent Accounting Ofice (GAO
suggest that DoD could save billions of dollars by

aggressively outsourcing support functions (or conmercial
activities). [Ref. 44, 23] In fact, of the approximtely
2,000 outsourcing studies conducted to date, roughly 50
percent of the functions are outsourced and 50 percent are
r et ai ned. O those functions outsourced, savings to the

government average about 30 percent. [Ref. 15]

13



In 1996, OB issued Circular A-76, whi ch
established federal policy for the governnent’s perfornmance
of commrercial activities and set forth the procedures for
studying commercial activities for potential savings. | t
st at ed:

The Federal Governnent shall rely on comercially
avai l abl e sources to provide comrercial products
and servi ces. In accordance with the provisions
of this Circular, the Governnent shall not start
or carry on any activity to provide a commerci al
product or service if the product or service can

be procured nore economically from a conmerci al
source. [Ref. 33]

Circul ar A-76 repr esent ed t he Feder a
Government’s endorsenent of outsourcing and served as a
catalyst for DoD to begin shifting operation of its support
services to the private sector. In 1979, OMB issued a
suppl emrental handbook that spelled out the procedures for
conpetitively determning whether comrercial activities
woul d be nobst economically perforned in-house, by another
federal agency, or by the private sector. OMB revised the
handbook in 1983 and again in 1996.

Despite this well-defined policy framework, DoD
outsourcing has occurred on a relatively nodest scale.
[Ref. 39] As previously nentioned, the mlitary services
and defense agencies have conpleted nore than 2,000 cost-
conparison studies during the past several decades. The
early 1980s wtnessed the heaviest A-76 activity when
al nrost 300 cost-conparisons were conpleted. Decl i ni ng
interest in outsourcing was equally dramatic. By the m d-
1990s, the level of effort was less than ten studies per
year. The decline began in 1989 when Congress directed the
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Secretary of Defense to delegate the sole authority to
conmmi ssion an A-76 study to base commanders. [Ref. 45]

Base commanders were reluctant to initiate actions that

could elimnate government jobs wthin their command.

Thus, the 10 USC 2468 statute had an inmedi ate adverse
effect on the nunber of public-private conpetitions
undert aken. Anot her exanple of legislative influence is
Public Law 102484, section 312, OCctober 1992, This |aw
established a 17-nonth noratorium on awarding of service
contracts resulting from A-76 studies under G rcular A-76.

[ Ref . 14]

In May 1995, the Comm ssion on Roles and M ssions
of the Armed Forces (CORM, an ad hoc study group forned
under the National Defense Authorization Act for Fiscal
Year 1994, refocused DoD s attention on outsourcing. [Ref.
2] The Conmi ssion’s report stated:

We recommend that the government, in general, and
the Departnment of Defense in particular, return
to the basic principle that the governnent should
not conpete wth its citizens. To this end,
essentially all DoD commercial activities should
be outsourced, and all new needs should be

channeled to the private sector from the
begi nni ng. [Ref. 8]

Shortly after the CORM report was issued, its
chai rman, John P. Wite, was appointed Deputy Secretary of
Defense. In that capacity, he initiated a conprehensive
review to identify and act on outsourcing opportunities
within the DoD. [Ref. 16]

Al though outsourcing functions to the private
sector is not a new trend, it is often controversial. GAO

data show that 53 DoD conpetitions were conpleted between
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Cctober 1995 and March 1998, involving 5,757 positions
(2,531 civilian and 3,226 mlitary). [Ref. 25] Wi | e
mlitary positions are candidates for outsourcing, the CNO
Qutsourcing Program Advisory 97-1 delineates specific
guidance regarding mlitary billets. The subject of
outsourcing mlitary billets is beyond the scope of this
t hesi s.

b. Qutsourcing in the Private Sector

Li ke t he mlitary, Aneri can busi ness
organi zations are also undergoing business environnent
changes and chall enges. Mar ket conpetition has becone
gl obal and conpani es face rapidly changing and increasingly
conpl ex business environnments. [Ref. 37] Private conpanies
and public sector organizations have taken steps to remain
conpetitive I ncl udi ng downsi zi ng, restructuring, or
reengi neering their or gani zati ons. Nor mal | vy, such
reorgani zation calls for a reduction in personnel through
reducing layers of nmanagenent or by letting contractors
provi de functions r at her t han i n- house per sonnel
Qutsourcing strategically uses outside providers to perform
functions traditionally handled by internal staff and
resour ces. The ongoing global revolution in conmercial
busi ness practices is encour agi ng or gani zati ons to
outsource nmuch of what was once done in-house, thus
allowing them to focus on their core conpetencies. [Ref.
35]

Core conpetencies are areas where a conpany can
“achi eve definable preem nence and provide uni que val ue for
custoners”, while striving to becone or to remain an
i ndustry |eader. [Ref. 38] According to the Qutsourcing
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Institute, a professional association founded in 1993 to
provi de objective and tinely infornmation on the strategic
use of outside resources, an organi zation nust first define
its core conpetencies and those functions of the business
that are not core. The organi zation should then outsource
its non-core functions so that it can focus on its core
conpetenci es. [Ref. 34] To optimze survival and success,
the organi zation nust identify and retain core conpetencies

i n- house.

The perceived benefits of outsourcing support
functions are simlar for the DoD and the private sector.
Both the DoD and the private sector seek cost savings and
increased efficiency to achieve their goals and conpete
successfully in today’s conpl ex business environnent.

C. Exanpl es of Successful Qutsourcing Prograns

The perception that private firns are nore
efficient and nore effective than public agencies has sone
merit. New York City, for instance, was |losing as nuch as
two mllion dollars a year on five public golf courses
before it turned their managenent over to the Anerican Colf
Corporation in 1983. [Ref. 26] Usi ng standard business
solutions, each course now generates up to 200 thousand
dollars a year. [Ref. 26]

Anot her exanple is C 12 mai ntenance operations at
Naval Air Station, Cceana. In this case, the contractor
mai ntained the aircraft with only two enployees who were
qualified in all aircraft systens. When the aircraft was

scheduled to fly, one nmintainer canme in and perfornmed the
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pre-flight preparations. After the CG12 was airborne, the
mai nt ai ner departed. When the aircraft returned, one
mai ntainer was waiting to perform the post flight
mai nt enance and prepare for the next event. Rarely were
both maintainers required to work over forty hours per week
because, unlike the mlitary, there were no additional job
requirenents to perform such as rate training, watch
standi ng, or inspections. The contractor’s flexibility in
personnel scheduling allowed for significant savings in
| abor costs. [Ref. 28]

In another exanple, Fairfax County contracted
wi th ATE Managenent & Services Co., Inc. in 1990 to provide
bus service to three stations on the Mtro rail rapid-
transit system serving Washington D.C. [Ref. 26] Buses
from the Washington Area Transit Authority had previously
served the county. Under the new contract, the county
provi des ATE Managenent with buses, a maintenance facility,
fuel, insurance, and planning and marketing support, and
ATE operates and maintains the fleet of buses. Buses owned
and operated by the regional transit authority cost about
$4.85 per mile, while the buses owned by Fairfax County and
operated by ATE cost about $2.60 per mle. [Ref. 26]

3. Qut sourci ng Sunmary

| t is inmportant to understand the history of
outsourcing as a managenent tool when assessing current
activities within the DoD. This section of the literature
review defined outsourcing, explored the history of

outsourcing within the DoD, and gave a brief summry of
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outsourcing in the private sector. Exanpl es of successfu

out sourci ng prograns were al so presented.

B. PARTNERI NG

Since the end of the Cold War, both governnental
agencies and the private sector have faced unprecedented
downsi zing and reorgani zati on. Both industries are
undergoi ng extraordinary change resulting from initiatives
designed to increase efficiency and cut costs associated
with infrastructure. The Quadrenni al Defense Review ((QDR)
enphasi zed the need to reengineer the DoD s infrastructure
and business practices through a “Revolution in Business
Affairs (RBA).” Partnering offers the government and
private sector an alternative to outsourcing by providing a
flexible framework for organizations to work together to
achi eve their individual goals.

1. Definition of Partnering

At the direction of M. John Douglass, ASN (RDA), the
| ndustry- Governnent Partnering Wrking Goup was created in
August 1997 to explore industry-governnment partnering
opportunities within the Departnment of the Navy acquisition
pr ocess. The working group devel oped a resource guide to
docunment its findings and to provide information and
exanples related to industry-governnment partnering. Most
definitions of partnering cone from private sector
publications and very little has been witten about public-
public partnering. The working group defines partnering

as:
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Government and I ndustry comrmitted to working

together to achi eve a common goal as efficiently

and effectively as possible, while maxim zing

quality and m nim zing cost. [Ref. 27]

Regardless of the environnment (public or private
sector) in which partnering is used, nbst sources agree on
the essential elenents that define partnering. In this
thesis, partnering is defined in broad terns to facilitate
di scussion of its application to private enterprises,

mlitary organi zati ons, and governnental agenci es.

Partnering is the act of bringing organizations
together though strategic and infornmed cooperation to
achieve the different but conplenentary goals of each.
[ Ref. 40] This definition is comon in nmuch of the
l[iterature in private industry. Partnering often occurs
when one or nore individuals or groups identifies a problem
or need that they alone cannot address due to a |ack of
funding, skill, or control of resources. By pooling their
resources or skills with others, however, they nay be able

to effectively tackle the problem

In depth analysis is required to understand how
partnering appl i es to mlitary and gover nient al
organi zati ons such as the Naval Postgraduate School and the
City of Monterey. To evaluate the potential for a
successf ul partnering arrangenent between these two
organi zations, it is inportant to understand the origins of
part neri ng, t he el ement s of successf ul partnering
rel ati onships, the <characteristics of failed partnering
attenpts, and to review several case studies of successfu

partnering arrangenents.
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2. Partnering in the Federal Governnent
The Chi ef of Naval Operations said:

“One of our primary objectives nmust be to reduce
t he cost of operating t he Navy Shor e
Est abl i shnrent so we can use those savings for
peopl e/ quality of life, r eadi ness and
noder ni zation.” [Ref. 4]

a. Nat i onal Perfor mance Revi ew

Public-Private partnerships are not new to the
Feder al Gover nent . Throughout the 1990s, mlitary
installation commanders were challenged by the Cinton and
Core administration and the National Performnce Review to
"Foster Partnership and Conmunity Solutions.” [Ref. 3] The
Secretary of Defense (Cohen) in his Annual Report to the
President and the Congress in April 1997 echoed the
nessage.

In the introductory "Message of the Secretary of
Def ense,” Secretary Cohen described the challenges of a
world that 1is "constantly wevolving with new security
chal l enges,” and l|isted the Departnent of Defense's top
priorities: [Ref. 5]

1. Attracting and retaining hi gh qual ity
peopl e.

2. Mai ntaining ready forces.
3. Moderni zi ng the forces.

4. Reformng the support el ements  of t he
Depart ment of Defense.

The fourth goal of reformng the support elenents

of DoD enbodies the spirit of “partnering”:
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Qur goal is to operate nore efficiently, acquire
the best technology, and find ways of saving
nmoney for force nodernization. Acqui sition
reformis already revolutionizing the quality and
speed of technology acquisition-allowing us to
get nore for our investnment dollars. Achi evi ng
program stability, long recognized as a Kkey
enabl er in [imting cost grow h in our
noderni zation progranms, IS a nmajor objective.
The Departnment wll continue to pursue other
efficiency initiatives such as exam ning excess
infrastructure, adopting best business practices,
and pur sui ng out sourci ng and privatization
initiatives where appropriate as a neans to do
all we can to work smarter and nore efficiently.
[ Ref. 5]

In Chapter 13 of the Report "Business Affairs,

I nternational Prograns, and Installations,” Cohen states:
Throughout the United States, private firns have
sought to reinvent how they conduct business in
order to produce higher quality products, serve
custoners better, and reduce costs. At the sane
time, the governnment as a whole has sought to
streamline and reengineer its operations to
increase efficiency, nobst notably through Vice
President Gore's National Performance Review.
The Departnent of Defense is also commtted to
t hese objectives. DoD has worked to becone a
smarter custoner, pushing for efficiency and
value from suppliers and better access to
cormercial and international suppliers, while
working to ensure that essenti al def ense
industrial capabilities are protected. DoD al so
worked hard to make sure it better manages the
resour ces and installations under its
st ewar dshi p. Private sect or tool s like
outsourcing, privatization and conpetition are
inmportant instrunments in DoDs efforts to do
nore, and do better, with less. [Ref. 5]

Nat i onal | eadership supports innovation and the

private sector practice of teamng with other firns to
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provide the capabilities they need, but which are not part

of their core conpetencies.

b. Quadr enni al Defense Revi ew

The 1997 Quadrennial Defense Review required DoD
activities to reduce support infrastructure and streanline
busi ness practices. [Ref. 6] The QDR proposed that DoD:

(1) Make further reductions in civilian and
mlitary per sonnel associ at ed W th t he
i nfrastructure;

(2) Request authority for two additional rounds
of base cl osures;

(3) Inmprove the efficiency and performance of
support functions by adopti ng i nnovati ve
managenent and business practices, i ncl udi ng
reengi neering, downsizing, and comercializing
operations; and

(4) Consider outsourcing nore non-conbat related
DoD  support functi ons, inviting comer ci al
conpanies to conpete with the public sector to
undertake certain support functions.

C. Def ense ReformlInitiative

The 1997 Defense Reform Initiative (DRI) also
required DoD activities to reduce support infrastructure
and stream ine business practices. [Ref. 12] Four maj or
reformefforts, or pillars conprise the DRI

(1) Reengineering Defense business and support

functions, primarily by adopting and applying
best practices fromthe commercial sector;

(2) Reorganizing and reducing the size of DoD
headquarters elenments and Defense agencies,
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including the Ofice of the Secretary of Defense;

(3) Expanding the use of conpetitive sources to
open DoD's comercial activities to conpetition
fromthe private sector; and

(4) Conducting tw additional rounds of Base
Real i gnments and C osures (BRAC) and elimnating
other facilities that are no |onger needed or
drai n resources.

In April 1999, GAO reported that it was too early
to assess the long-term effectiveness of the DRI. However
GAO identified several areas where the DoD could build on
its initial efforts and give greater nonmentum to the goa
of achieving a “revolution in business affairs.” [Ref. 24]

Addi tional efforts m ght include:

(1) Incorporating other major ongoing reforms in
the DRI to develop a nore conprehensive and
i nt egrated strat egy for ref orm ng Def ense
busi ness and support activities;

(2) Delineating nor e clearly t he f undi ng
requi renents needed to achi eve najor reforns; and

(3) Enhancing the Departnent’s ability to nmeasure
DRI results, particularly through financial
managenment and rel ated reforns

3. Public-Private Partnership

A public-private partnership is a business agreenent
bet ween the Federal CGovernnent and a private conpany, |oca
government, or state governnent involving the exchange of
U S. Government properties (real-estate) and or services
for noney and/or services.
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4. Legal Boundaries for Partnering

Extensive research has been done on the “Lega
restrictions on public-private ventures.” [Ref. 19] To
better understand the legal issues relevant to this thesis,
an extensive review of the references and literature
previously cited was conducted and excerpts were quoted as
appropri ate.

Through federal statutes, Congress provides |ega
authority for and sets restrictions on how the Federal
Gover nnent may obtain necessary goods and services.
Regul ations such as the Federal Acquisition Regulation
(FAR) and the DoD FAR Supplenent give Federal agencies
[imted authority to interpret or inplenent statutes. As
with any official federal agency endeavor, partnering mnust
be conducted within a framework of |aws, regulations, and
judicial principles. This section provides an overview of
several relevant legal principles and their relationship to

part neri ng.

A nunber of statutory provi si ons enact ed
primarily during the 1990s provide, wi thin
l[imtations, the authority, and framework for
partnering. Specifically, provisions in Title 10
permt working capital funded activities, such as
public depots, within specified |limts, to sell
articles and services to persons outside DoD and
to retain the proceeds. Central anong these
limtations is that any goods or services sold by
the depots nmust not be available conmercially.
Al so, the National Defense Authorization Act for
Fiscal Year 1995 authorized the Secretary of
Defense to conduct activities to encourage
commercial firnms to enter into partnerships with
depot s. Further, section 361 of the National
Def ense Authorization Act for Fiscal Year 1998,
provides that the Secretary of Defense shal

enabl e public depots to enter into public-private
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cooperative arrangenents, which shall be known as
“public-private partnerships” for the purpose of
maximzing the utilization of the depots’
capacity. However, the 1998 Authorization Act
does not appear to have expanded the services’
ability to enter into such arrangenents since
section 361 did not contain any specific sales or
| easing authority for wuse in partnering. [Ref.
46, 19]

a. Congressi onal Control of Funds

The U.S. Constitution states:

No Money shall be drawn from the Treasury, but in
Consequence of Appropriations nade by Law... [Ref.
52]

U S Courts interpreted this clause to nean that
executive agencies may only take nonies from the U S
Treasury for expenses Congress has designated. The Courts
also interpreted this clause to nean that agencies nmay not
suppl enent their appropriated funds by trading the use of
its property for facilities and/or services wthout
Congr essi onal authorization. In addition, Congress nust
authorize any construction projects on mlitary |and. [Ref.
47]

b. Leasing Authority of Mlitary Services

Title 10 of the U S. Code § 2667 authorized the
Secretary of War to |ease “non-excess property” of the
United States under his control, in certain situations:
[ Ref . 47]
(a) \Wenever the Secretary of a mlitary
departnment considers it advantageous to the

United States, he may |ease to such |essee and
upon such ternms as he considers will pronote the
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national defense or be in the public interest,
real or personal property that is:

(1) Under the control of that departnent

(2) Not for the time needed for public use;
and

(3) Not excess property, as defined by
section 3 of the Federal Property and
Adm nistration Services Act of 1949 (40
US. C a72).1

(b) A lease under subsection (a):

(1) My not be for nore than five years,?2
unless the Secretary concerned determ nes
that a lease for a longer period wll
pronote the national defense or be in the
public interest;

(2) My give the lessee the first right to
buy the property if the lease is revoked to
allow the United States to sell the property
under any ot her provision of |aw

(3) Shall permt the Secretary to revoke
the lease at any tinme, unless he determ nes
that the om ssion of such a provision wl
pronote the national defense or be in the
public interest;

(4) Shall provide, in the case of the |ease
of real property, for the paynent (in case
or kind)3 by the |essee of consideration in
1 Note: Excess property is defined as “any property under the control

of any Federal agency which is not required for its needs and the
di scharge of its responsibilities, as determ ned by the head thereof.”

2 Note: DoN leases for nore than five years or with no right of
revocati on nust be approved by the ASN(I &E).

3 Note: Prior to the enactnent of this and simlar statutes for

civilian agency secretaries, “in- kind” paynent for |eases of
Government land was prohibited wunless provided for by statutes
specifically authorizing the “in kind” paynent linited to the piece of
real property in question. A line of cases dating back to early
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an amount that is not less than the fair
market value of the |ease interest, as
determ ned by the Secretary, and

(5 May provide, notwithstanding section
321 of the Act of June 30,1932 (40 U S. C
303b), or any other provision of law, for
the inprovenment, maintenance, protection,
repair, or restoration, by the |essee, of
the property leased, or of the entire unit
or installation where a substantial part of
it is leased, as the paynent of part or all
of the consideration for the | ease

The statute Ilimts leases to five-years, but
allows the Secretary concerned to enter a | ease |onger than
five years if its determned “that a |ease for a |onger
period will pronote the national defense or be in the
public interest.” [Ref. 47]

C. M scel | aneous Recei pts Statute

Any funds derived from the use of Governnent
property or services nust be deposited in the general
treasury in accordance wth the M scellaneous Receipt
Statute. [Ref. 49]

Deci sions of the Conptroller General which refer to the Econony Act of
June 30, 1932, as anended, 40 U. S.C. 330b, providing that: “Except as
otherwi se specifically provided by law, the leasing of buildings and
properties of the United States shall be for a noney consideration
only, and there shall not be included in the |ease any provision
for the alteration, repair, or inprovenment of such buildings or
properties as a part of the consideration for the rental to be
paid for the use and occupation of the sane. The noneys derived

from such rentals shall be deposited and covered into the
Treasury as niscellaneous receipts.” National Zoo Coin-Qperated
Audi o Tour Machine Concession, 42 Conp. Gen. 650 (1963).

Anot her opinion concerning concession contracts in National
Parks, which provided for the use of |ands and Governnent - owned
bui I dings providing for repair and maintenance in addition to
rent was found to be a violation of the Econony Act since the
repairs and mai ntenance nust be construed as part of the rental
consi deration. (41 Conp. Gen. 493 (1962)).
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d. Speci al Statutory Authority for Rent al
| ncone

The statute Leases: non- excess property, 10
U.S.C. 8 2667, also provides for a special account in the

Treasury for each mlitary departnent for the disposition
of noney rentals received pursuant to |eases entered into
under this statute. [Ref. 47]

The Statute al so provides that:

(d) (1)(B) Sunms deposited in a nmlitary departnent’s
speci al account pursuant to subparagraph (a) shall be
avai l able to such mlitary departnent, as provided in
appropriation Acts, as follows:

(i) 50 percent of such anpbunt shall be avail abl e
for facility maintenance and repair or
envi ronnmental restoration at the mlitary
installation where the | eased property is
| ocat ed.

(ii) 50 percent of such anmount shall be avail able
for facility naintenance and repair and for
environnmental restoration by the mlitary
depart ment concer ned.

(2) Payments for utilities and services furnished
| essees pursuant to |leases entered into under this
section shall be credited to the appropriation account
from which the cost of furnishing the utilities and
servi ces was pai d.

e. Speci al BRAC Authority

Any rental funds received from a |ease of
Government property located at a mlitary installation to
be realigned or closed under a base closure |law “shall be
deposited into the account established wunder section
2906(a) of the Defense Base C osure and Realignnment Act of
1990..) [Ref. 47]
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f. Concessi on or Lease

Sone installation comranders have attenpted to
avoid the required Congressional approval of long-term
| eases by calling the agreenent a concession contract. A
concession can be a | ease, a |license, or both:

A concession is a contractual arrangenent for the
provi sion of services that is either a |lease or a

license depending on its ternms. If the
concessi on arr angenent IS non- excl usi ve,
revocabl e, personal, and non-transferable, and

the owner of the real property does not divest
himself of any interest in the real property, the
concession arrangenment is a license. Conversely,
i f the concession arrangenent provi des for
conpensation to the concessionaire should the
concession be revoked prior to the expiration of
its term the concession is not revocable and is
likely a lease, not a |icense. A concession
agreenent could contain both a I|ease of real
property and a license to provide services. [Ref.
19]

g. Real - estate Term nol ogy

To facilitate a thorough understanding of the
negotiating process for and the possible inplications of
the proposed |and | ease agreenent between NPS and the Cty
of Monterey, a variety of terms nust be defined.

An I NGRANT is a contractual agreenent (easenent,
| ease, license, permt, or use agreenent) that conveys the
use of real property owned by another governnment entity or
private concern to the Departnment of Navy. Wiile an
OQUTGRANT is a contract or agreenent (easenent, |ease,

permt or use agreenent) that conveys the use of Departnment
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of Navy real property to another governnent entity or

private concern. [Ref. 7]

Uncertainty and confusion exists regarding the
difference between a lease and a |icense. To help
di stingui sh bet ween t he t wo t ermns, t he fol |l ow ng

definitions are provided:

A LICENSE is when per sonal privilege or
perm ssion to go on real property to do some particul ar act
or series of acts that does not operate to confer on, or
vest in the recipient any title, interest, or estate in
such real property. A license is non-exclusive, revocable,
personal, and non-transferable. The owner of the real
property does not divest hinself of any interest in the
real property.

A LEASE is the conveyance or grant by agreenent
or contract of an estate in real property for a specified,
limted term with conditions attached. A | ease gives the
| essee exclusive right to use real property and divests the
owner of the interest conveyed to the |lessee for a definite
term A |lease should be used whenever the subject property
is desired for a specified tinme and the |essee w shes
excl usi ve possession (right to exclude others, including

t he owner).

An EASEMENT is a right-of-way granted to a person

or conpany authorizing access to or over another's | and.

[Ref. 13] It can also be defined as a non-possessory right
to make wuse of the property of another for a limted
pur pose.

31



5. Partnering and I ndustry Trends

Part nering signifies j oi nt rights and
responsibilities, which inplies some sharing of risks,
costs, or assets. In a partnership, there is nmnutual
| everaging of each partner’s strengths. The resulting
synergy coupled with close cooperation allows all parties

to effectively achieve their comon goal s.

The ideal partnership progresses in a cooperative
spirit that develops from nutual trust, the conbination of
conpl ementary assets, and shared objectives. In this
manner, a partnership is different from the way governnent
generally conducts business. For exanmple, under a
traditional contract, there is no |everaging of private-
sector expertise or resources. Partnerships also differ
from outsourcing agreenents, where the governnent is the
buyer and the supplier is the seller. However, recent
out sour ci ng agreenents have i ncl uded el enent s of
partneri ng. An outsourcing agreenent between the State of
Connecticut and |IBM for data processing included provisions
for state officials to have access to IBMs new electronic
commerce institute. The reasoning behind the provisions

was to introduce electronic commerce to state governnent

operations, e.g., allowing residents to renew autonobile
registration over the Internet. In exchange for the
outsourcing contract, IBMis to educate state officials on
el ectronic commerce. The cost to IBM is low, and the

benefit to the state is consi derabl e.
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6. Exanpl es of Partnering in the DoD
a. Partnering in the Arny

(1) Denonstration Legislation. Because of
the Defense Language |Institute Foreign Language Center
(DLIFLC) and Presidio of Monterey’'s (POVM close proximty
to nunicipal service providers and public utilities,
subst anti al opportunity exi st ed to | ever age t he
opportunities of scale and in-place overhead by partnering
with these organi zations for service delivery. Although it
was possible for the DLIFLC and POM to contract wth
anot her federal agency for service delivery, special
denonstration legislation was required to allow the DLIFLC
and POM to pursue these opportunities wth nearby

muni ci palities. [Ref. 36]
Since the DLIFLC, POM and Naval

Post gr aduat e School ( NPS) are relatively smal

i nstall ati ons, substanti al opportunity exists to save
mlitary funds by partnering with nearby nunicipalities and
public utilities for service delivery. For exanple, the
City of Mnterey operates a nulti-mllion dollar public
wor ks agency delivering a variety of services to the
nei ghbor hoods surrounding the Presidio and NPS, while the
DLIFLC, POM and NPS nmaintain their own stand-al one
oper at i ons. The opportunities for coordination and
col l aboration are plentiful. Unfortunately, federal |aw
and regul ati on made this inpossible.

Though the possibility remains for DLIFLC

and POMto contract with another federal agency for service

delivery (and local agencies collaborate with one another

and the State of California on a regular basis) the
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coordi nation of "nunicipal" services (public works, police,

fire, etc.) Wi th | ocal gover nment provi ders is
prohibitively difficult and, in sone cases, illegal.
Recogni zing the legal |limtations, the Cty

of Monterey worked wth Congressman Sam Farr and the
Department of Defense to secure |egislative |anguage that
would allow the study of partnering opportunities on a
denonstration project basis. The denonstration | anguage
(PL 103-337, Sec 816) becane effective on October 1, 1994,
and required the Secretary of Defense to submt a progress
report to Congress no |ater than Decenber 31, 1996. [Ref.
36] The no later than date was extended to Decenber 1998
and has ultimately been extended through Septenber 2001 to
allow appropriate time to neasure the success of the
proj ect .

The denonstration |egislation allowed the

commanders of the DLIFLC, POM and NPS to purchase fire
fighting, security guard, police, public works, wutility,
and other nmunicipal services from governnent agencies
within Mnterey County. An in-depth description of the
partnering arrangenent between the Gty of Mnterey and the
DLIFLC is contained in the section entitled Cty of
Monterey, California Overview of Partnering Initiatives, in
Chapter 11l of this thesis.

(2) Other opportunities. The Arny believes
that there are substantial opportunities within its |egal
authority to contract with the private sector for the sale
of goods and services. The Arny has already entered into
sever al partnering arrangenents under the legislation

covering sales of goods and services. In 1995, the U S
34



Arny Depot Systenms Command issued policy guidance for its
facilities to enter into sales, subcontract, and teanm ng
arrangenents wth private industry. The Arny has also
entered into a nunber of work-sharing arrangenents that do
not require specific legislative authority. The wor k-
sharing arrangenents differ from a sales arrangenent
because no contract exits between the depot and the private
firm

b. Partnering in the Air Force

(1) Brooks AFB. Brooks Air Force Base in
San Antonio, Texas is an inportant exanple of a partnership
pil ot program endorsed by the Department of Defense. The
i nnovative privatization effort, known as the Brooks City
Base Project, was authorized in the fiscal year 2000
Def ense Appropriates Act and is a denonstration project
aimed at cutting costs and inproving mssion effectiveness
for the mlitary. Special denonstration |egislation allows
Brooks AFB to use capital asset managenent techniques to
provi de cheaper base support services, to convey rea
property to another party and to contract services from
muni ci palities. Under this unprecedented public-private
partnership, Brooks AFB and the city of San Antonio have
fashioned a nutually beneficial partnership through which
the base will provide its real property to the city, and

then | ease back the facilities as required, on a long-term

basis at no cost to the Air Force. In return, the city
will provide nunicipal services at no cost and split any
profits from comercial |leasing or other business it

generates at the base. The city benefits through the sale
and | ease of the property and through a broadened tax base

which will create jobs and provide for the economc well-
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being of the community through enhanced devel opnent
opportunities. The Air Force benefits by an expected
reduction of up to 35 percent in base operating costs, an
anticipated share of devel opnent revenue, and mnunici pal
services at no cost to the mlitary. The re-engineering of
its support services has already saved the base $8 million
per year. The project has been given until Septenber 2004
to validate itself. [Ref. 30]
C. Partnering in the Navy

(1) Communi cations El ectronics Conmand

( CECOM) . The Navy’'s Comunications Electronics Conmand
(CECOM) and ITT (Aerospace Communications Division) have a
cooperative agreenment (CA) to denonstrate a network of
Hand-Held Multi-Media Terminals (HHWMI) that can transfer
voi ce, data, and video in a multi-hop environnent for both
defense and industrial applications. The HHWT will
provi de t he mlitary with a Wi rel ess, portabl e
comuni cati on system capable of transferring vital comand-
and-control information on the battlefield while the forces
are noving. At the sanme time, the HHMMI concept nmay
culmnate in a series of handheld commercial electronic
devices wth various applications (e.g., gane players,
pal ntop conputers, sophisticated portable graphics/video

transmt/receive systemns).

The total value of the agreenent was $3,312, 600. The
governnent’s share was $1, 656,230, half of the cost. | TT
is contributing the other half of the project funds, thus
allowing CECOM to acconplish its goals at a |esser cost.

[Ref. 46] |ITT benefits because the governnent absorbs sone
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of the devel opnent costs associated with potential spin-off

comer ci al products.

d. O her Partnering in the DoD

There have been sever al ot her partnering

initiatives in the DoD, sone of which are cited bel ow

F/ A- 18 E/ F Engi neeri ng & Manuf act uri ng
Devel opnmrent (EMD), Integrated Test Team (ITT) for
Flight Test — The F/A-18 E/F program fornmed an
I TT to conplete the flight-testing requirenments
of the F A 18 FEF EM program Wth the
shrinking defense budgets and an increased need
for affordability it was decided to conduct the
flight test program in a participative manner to
help reduce the duration and cost of the test
program

Fleet Ballistic Mssile Program (FBM — The FBM

program is an ACAT | project focused towards
executing the conplete program life cycle. The
FBM program was started in Decenber 1955, and
began partnering in 1956. The weapons system
includes three generations of POLARIS as well as
POSEIDON, TRIDENT |, and TRIDENT |I1I. The

partnering process established at the beginning
of the program has been preserved and continues
with each generation of the strategic weapons
system

DD 250s as part of the Integrated Digital

Environnent (IDE) — IDE is a DCMC initiative
involving Boeing - St. Louis and four other
conpanies / sites. The intent of IDE is to

identify paperless acquisition best practices
that can be inplemented as a single process.
This approach is to be evaluated for application
across all of Boeing; and this project is just
one of many IDE pilots that have been identified
for joint inplementation. Both the conpany and
DCMC have a long record of partnering on such
efforts, tracing back to their identification as
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one of DCMC' s 10 reinvention lab sites in 1995
and continuing on in many efforts.

Light Arnmored Vehicle (LAV) Partnering Program —
The LAV partnering program is an initiative
between PM LAV, Mrine Corps Logistics Bases

(MARCORLOGBASES), and GCeneral Mdtors to provide
improved life cycle support for the famly of

USMC Light Arnmored Vehicles. The partnering
arrangenent was proposed due to the decreasing
resources available to support the LAV fleet.

The partnering program is focused on elimnation
of duplicative effort, sharing of experiences of

custonmers for the LAV other than the USMC, and
providing the Marine in the fleet with better

products and servi ces.

AN SQOQ- 32 M ne hunting Sonar Power WMdule — The
AN SQQ 32 Mne hunting Sonar program is for the
repl acenent of high cost power nodules with | ower
cost, nore readily available Comercial Of The
Shelf (COTS) power nodules. The decision to
partner was a result of Navy lab initiatives in
order to capitalize on industry experience and
test facilities.

PMS 400G I ndustry | nt egr at ed Process/ Product
Devel opnent Team (| PPDT) — The PMS 400G | PPDT was
established to bring together knowl edgeabl e
managemnent per sonnel famliar W th AEG S
production to brainstorm ideas to increase the
use of performance and commercial specifications
and standards. Partnering was used to target
areas for acquisition reform with the Oiginal
Equi prent  Manuf act urers. | PPDT was used as a
partnering nechani sm because it was an ideal too

to achi eve program goal s and obj ecti ves.

V-22 Engineering & Mnufacturing Devel opnent
(EMD) Flight Testing — The V-22 EMD flight
testing contract is a cost plus award fee
contract, established to conduct devel opnent al
flight test of V-22 engineering devel opment node
aircraft. The partnering effort has denonstrated
applicability to flight test of mlitary aircraft
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in that it can lead to nore efficiency and |ess
cost than old school serial testing by each
organi zati on separately.

Javelin Antitank Wapons Systens — Javelin is a
medi um range, man portable, shoul der-Iaunched,
i magi ng i nfrared, fire-and-forget anti - ar nor
weapon system  The acquisition reform partnering
initiative hel ped in el imnating | engt hy
negoti ati ons.

Expeditionary Arresting CGear System (M 31) — The
M 31 partnering program involves the use of joint
i ndust ry-gover nnment partnering to devel op,
produce, field and support an expeditionary
arresting gear for the US. Mrine Corps. The
decision to partner helped optimze the design
and production efforts by bringing the talents
and experiences of both industry and governnent
t oget her.

LPD 17 Anphi bi ous Transport Dock Ship — The LPD
17 program is the functional replacenent for the
LKA 113, LPD 4, LSD 36, and LST 1179 cl asses of
shi ps. The LPD 17 program inplenented an | PPD
managenment structure with the mpjority of the
program office co- | ocat ed W th t he prime
contractor. The need to reduce the cost of
procuring ships and at the sane tinme reduce the
cost of ownership pronpted the program office to
| ook at new ways of doi ng business.

Reserve Conponent Autonation System (RCAS) — The
RCAS Project will provide the Arnmy National Guard
and the U S. Arny Reserve with a single, nodern
automated information system designed to support
commanders, staffs, and functional managers in
the nobilization and admnistration of Arny
Reserve  conponent forces. Partnering was
i ntroduced to i nprove communi cat i on and
cost/schedul e/t echni cal performnce.

Virginia Class Subnarine (fornerly New Attack

Submarine) — The Virginia O ass submarine is the

nation's stealthiest sea control platform of the
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future. Enbodyi ng revolutionary technology and
extraordinary capabilities at an affordable cost,
the Virginia Cass Submarine is a deterrent that

will project power around the world and serve as
our nation's forward presence. Part nering
bet ween t he gover nnment , shi pbui | der s, and

i ndustry suppliers is being used to design and
build a superior ship at a cost that provides
extraordi nary value for our taxpayers.

7. Partnering Sunmary

It is inmportant to understand the history of
partnering as a tool used to reduce the overall risks and
costs borne by each partner through the mutual |everaging
of each partner’s strengths. This section of the
literature review defined partnering, explored the history
of partnering within the Federal governnent and the private
sector, and highlighted industry trends. Exanpl es of
successful DoD partnering prograns were also presented.
Chapter I1l wll provide historical and current views of
the Naval Postgraduate School and the Cty of Monterey.
Chapter 11l wll also present partnering initiatives under
review by NPS and discuss existing City of Mnterey
partnering initiatives.
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I'11. BACKGROUND AND FUTURE PLANS OF THE NAVAL POSTGRADUATE
SCHOOL AND THE CI TY OF MONTEREY

A NAVAL POSTGRADUATE SCHOCOL BACKGROUND FACTORS

The Naval Postgraduate School (NPS) is unique because
it is both a mlitary and an academ c institution. Quoting
its public website, it is a “highly focused, pragmatically
oriented research wuniversity dedicated to excellence in
teachi ng, research, and service in pursuit of providing the
knowl edge required of our forces of today and tonorrow.”
[ Ref. 53] Its overall goal is to enhance the security of
the United States through graduate and professional
education progranms focused on the specialized educational
needs of mnmilitary officers. These progranms are sustained
by research and advanced studies ainmed at satisfying
Department of the Navy (DoN) and Departnment of Defense
(DoD) requirenents. The school’s primary mssion is to
i ncrease the conbat effectiveness of U S. armed forces and
its allies, while contributing to the fundanental
scientific, engineering, policy, and operational advances
that support  DoN, DoD, and other national security
est abl i shment s.

NPS is situated on a 627-acre mlitary installation
| ocated 120 mles south of San Francisco on the Pacific
Ccean, in Mnterey, California. The current site has been
home to NPS since 1947 and houses nodern |aboratories,
academ c  bui | di ngs, a world-class academc library,

gover nnment housi ng and nunerous recreational facilities.

The student body at NPS consists of approximtely
1,500 student officers from the five US. uniforned
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servi ces, including officers from about 30 foreign
countries, and a snmall nunber of DoD civilian enployees.
Sel ection of officers for fully funded graduate education
is based upon outstanding professional per f or mance,

pronotion potential and a strong academ c background.

Wien NPS first emerged in the late 19'" century, there
were relatively few advocating the idea of a graduate
education facility for naval officers. But, with Marconi’s
wireless invention in 1901, the 1903 Wight brothers’
flight, and the global trek of the steampowered Wite
Fleet from 1907 to 1909, intrinsic value in advanced
education for U S. naval officers gained support.

Today, NPS provides nore than 40 prograns of study,
ranging from the traditional engineering and physical
sciences to the rapidly evolving space science and
i nformation t echnol ogy progr ans. G ow h in t he
international student body over the last three years has
brought an increase in expenses tied to providing graduate
education, yet the anount of funding provided by their
par ent nati ons has not ri sen accordi ngly. Mor e
inportantly, budget pressures have relegated facilities and
real property maintenance and upkeep to an increasingly
| ower priority. In addition to the budgetary pressures,
out spoken opponents of a Navy-run graduate school are

i ncreasingly vocal .

From approximately 1998-2001, NPS has increasingly
studied outsourcing as a nmeans to cut costs while still
providing required operating support services to the
installation. In 1998, the Supply Departnent of the forner
Naval Support Activity, Monterey Bay (NSAMB) cane under a
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Commercial Activity (CA) study. The Supply Departnent was
the first mmjor departnent within NPS to undergo a CA
st udy. In the fall of 1999, prior to the disestablishnment
of NSAMB, the Supply Departnment lost its bid to retain
government operation of its functions and was outsourced

under conmmercial contract to a private firm Integrity

Managenent Enterprises (IME). Operating under comrerci al
contract (N00244-99- C- 0052) , support services once
furnished through the school’s own Supply Departnent are
now provided by |IME Those services include: warehouse
oper ati ons, recei pt and i nvoi ce pr ocessi ng, mai |

processing, purchase card program adm nistration, mnor
property managenent, Dbachelor quarters nmanagenent, and
ot her general support services.

O her NPS departnments such as Public Wrks (PW and
| nformati on Technology (IT) are currently under CA studies.
| f these departnents cannot reorganize and develop a nost
efficient organization (MEO that can conpete with bids
from outside contractors, they too wll likely Dbe
out sour ced. Additional areas wthin NPS, such as the
Adm ni strative  Support Assi stants (ASA) and  housi ng
managenent and maintenance, are conducting Functionality
Assessnent s (FA) in order to streanline, I ncrease

conpetitiveness, and avoid a CA study.

B. NAVAL POSTGRADUATE SCHOCOL FUTURE PLANS AND | NI Tl ATl VES

The Naval Postgraduate School vows to becone “the
cornerstone of mlitary-relevant graduate-|evel education
for all Naval services, other US. mlitaries, and [its]

allies.” [Ref. 53] At the dawn of the 21°%' century, the
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Navy is poised at the crossroads of three major novenents:
the Revolution in Mlitary Affairs (RVA), the Revolution in
Busi ness Affairs (RBA), and the Revolution in Educational
Affairs (REA). Many factors are driving these anbitious
and conplex initiatives including the expanding role of
conpetition in the governnment sector, new requirenments and
nmet hods of conducting warfare, and information technol ogy
and di stance | earning. NPS continually seeks to position
itself to provide the Navy and DoD with the specialized,

hi ghly educated officers needed in the new century.

Once generally known as the “Navy’'s University,” NPS
is attenpting to rebrand its inmage as the Navy’'s “Corporate
Uni versity.” Under the leadership of its current
Superintendent, Rear Admiral David Ellison, NPS pursues a

new vi si on:

Wile maintaining its primary conmmtnent to
provi de a unique educational opportunity to Navy
and Marine Corps Oficers, the Naval Postgraduate
School (NPS), taking advantage of the Revol utions
in Business and Mlitary Affairs (RBA/RVA), wll
beconme the catalyst for a Revolution in Education
Affairs (REA). Over the next decade, NPS wll
reengineer itself to provide flexible cutting
edge academ c, research and continuing education
prograns to Mlitary Oficers and DoD civilians
from around the world. Prior to 2010, NPS will
be ranked by education experts as anong the top
ten graduate education institutions in the
Nation. [Ref. 53]

Commensurate with this vision, NPS has restructured
into four schools to consolidate and focus curriculuns, and
is expanding its scope of distance |earning, executive
sem nars, and continuing education prograns. NPS is also
attenpting to accomvodate its diverse student body and
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faculty on and off canpus wth required services and

support material .

NPS, |ike nmany other governnent entities, attenpts to
bal ance the concepts of traditional core values and nission
with reinvention and reengineering initiatives brought on
by conmpetition and reduced budgets. The reinvention
process enconpasses a w de range of options, including:
consolidating, restructuring or reengineering activities
and functions; regionalization; adoption of better business
and managenent practices; and streamining, outsourcing, or

el i m nati ng non-governnental services and prograns.

Li ke other Defense and federal organizations in the
United States, NPS is pursuing a systematic and vigorous
effort to identify ways to reduce costs and inprove the
performance of its support activities. NPS operations are
conducting business process reengineering reviews and
devel opi ng proposal s for out gr ant initiatives and
partnering projects aimed at identifying opportunities,
i ncreasing efficiencies, and reducing infrastructure costs.
The NPS Strategic Planning Mdel includes four fundanental
enabl ers: i nstitutional advancenent s; revol uti onary
busi ness practices; facilities par t ner shi ps; and
manpower / personnel efficiencies. Two of the four enablers
(revol utionary busi ness practices and facilities
partnerships) appear vital to the school’s efforts to
| everage underutilized facilities. Changes in business
practices and devel opnent of facilities partnerships could

generate potential savings and ot her benefits.

Several outgrant initiatives are in their early

phases. These initiatives are intended to capitalize on
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underutilized land and building assets to reduce operations
and rmaintenance (&) costs, garner additional cost
avoi dances and enhance the overall condition of the schoo
wi t hout degrading mssion acconplishnent. The primary
initiatives under review are: City of Mnterey |easing
initiatives for the Del Mnte Lake and adjacent |ands, the
Monterey Pines Golf Course, and the Monterey Fairgrounds;
commercial leasing initiatives for the Roman Plunge Pool

King Hall Auditorium and the Senior Oficers Quarters;
academ c partnership with California State University at

Monterey Bay (CSUMB) for the beach | abs and nmarina area.

In an effort to ensure that the above initiatives wll
provi de the school with the |argest possible benefits, NPS
is updating its 50-year canpus land use plan, and is
undertaki ng a | ong-range Regional Shore Infrastructure Plan
(RSI P). Phase | of the plan focuses on the academc
facility assets and a revised vision for the future. The
plan was initiated as part of a forward-thinking strategy
intended to provide a framework to rmanage future
devel opnent and recapitalization of academc facilities.
The idea is to keep in pace wth expected changes in
technol ogy, and changes in curricula, business practices
and infrastructure. In April 2001, the OnyxGroup won the
RSI P contract. The OnyxGroup will provide an overall plan
outlining the best way to utilize the school’s assets in
context with other DoD agencies and the local community. A
maj or objective of RSIPs current planning efforts is to
reduce infrastructure costs through |easing ventures wth
the GCty, ventures with commercial entities, public private
ventures, academ c partnerships, and utility privatization.

The plan is schedul ed for conpletion by sumer 2002.
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C. CTY OF MONTEREY BACKGROUND FACTORS

Monterey's historic character, natural beauty, and
unique attractions have established it as a quality
residential comunity, as well as one of +the premer
tourist destinations in the United States. Monterey prides
itself on being a clean and safe place to live and visit.
A keen sense of conmunity and environnental preservation is
reflected in the nunerous, ongoing activities and events
held in Monterey. O particular note is the Cty's annual
Fourth of July ~celebration conplete wth parade and
fireworks, as well as wne, squid, and whale festivals.
Monterey's recent designation as a "language capital of the
worl d" reflects both its diverse culture and the Defense
Language Institute (DLI), which trains thousands of
mlitary nmenbers in a nunber of foreign | anguages.

Monterey Bay is |located approximately 125 miles south
of San Francisco and 345 mles north of Los Angeles. The
City of Mnterey was founded on June 3, 1770 and
incorporated on My 30, 1850. Monterey served as
California's first capital and hosted California's first
constitutional convention in the city's historic Colton
Hall, where the state constitution was signed on Cctober
13, 1849. Monterey is a Charter City, which operates under
a Cty Council/Cty Mnager gover nirent al structure.
Monterey becanme the center of a thriving fishing industry
at Cannery Row during the 1930s and the 1940s. Today, a
smal l er comrercial fishing fleet and industry continues to

operate fromthe city's harbor marina at Wharf #2.
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Monterey covers 8.62 square mles of land and has a
popul ati on of approxinmately 33, 000. The area popul ation
increases to nearly 70,000 at the height of tourist

seasons.

Hi storically, Mnterey has been a key mlitary outpost
and training location due to its central coast |ocation and
expansive, brush-covered rolling hills. VWile mlitary
requi renents have changed in the post Cold War era
(reflected in the closing of the Fort Od Arny mlitary
base), the presence of the Naval Postgraduate School and
DLI still constitutes a substantial mlitary presence in
this relatively small city.

D. CI TY OF MONTEREY CURRENT PARTNERI NG | NI TI ATl VES

The Cty of Mont er ey has sever al partnering
initiatives already in place. The City was recognized by
the National Association of Installation Devel opers (NAID)
for its pioneering approaches to partnering wth the
Department of the Arny at the Defense Language Institute
Foreign Language Center (DLIFLC) and the Presidio of
Monterey (POM . Six partnering initiatives are described
in the follow ng sections: [Ref. 11]

1. Joi nt Power s Agr eenment / Base Oper ati on and
Mai nt enance Contract

Under contract with the US. Arny, the cities of
Monterey and Seaside have been providing nunicipal public
works services to the Defense Language Institute Foreign
Language Center (DFLILC) and Presidio of Monterey (POM and
Od Mlitary Community (OMC) at the former Fort Od. I n
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August 2001, the Arny expanded the contract with the city

to i nclude buil ding maintenance.

Operating as a Joint Powers Agency (JPA), the cities
of Seaside and Monterey signed a contract in May 1998 with
DLI FLC and POM for the maintenance of streets, fencing and
wat er, wastewater, and storm water systens at the Presidio
and the mai ntenance of streets and fencing at the OMC. The
agreenent allowed for future partnerships to collaborate on

the delivery of "other nunicipal services."

In 1999, the JPA (fornerly known as the Presidio
Public Wrks Agency) was renaned "Presidio Minicipa
Services Agency" to reflect the changes in JPA's mssion
whi ch now includes providing an entire range of nmunicipa
servi ces, i ncl udi ng fire protection and bui | di ng
mai nt enance, to DLIFLC and POM

Under the expanded contract, which was signed in My
1999, the JPA mumintains about 120 buildings at DLIFLC and
POM and 35 buildings at the OMC The buil dings include
shopping malls, churches, a novie theatre, libraries,
barracks, cl ubs, a sports center, and admnistrative
bui | di ngs. As part of the contract, the building
mai nt enance crews from the City of Mnterey operate from
facilities and shops at DLIFLC and POM ensuring that
support and services are nore readily available. The
service contracts are priced at the JPA's cost to deliver
the services. The total Arny BASOPS savings for the

contracted services is over $1,500,000 per year.

The Cty of Monterey participated in an open
conpetition with at least three other solicitors to provide

Base (peration and Maintenance Services (BASOPS) for the
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Presidio of Monterey (POM and the Od Mlitary Conmunity
(OMC). On Septenber 17, 2001, the Cty of Mnterey won the
BASOPS contract for POM and OMC, which together form the
installation known as the Defense Language Institute

Forei gn Language Center at the Presidio of Monterey.

The Directorate of Contracting (DQC) for t he
installations intended to contract with one or nore |ocal
governnmental entities to provide public works and utility
mai nt enance services to the POM and OVC. This effort was
pursuant to the 1995 National Defense Authorization Act.
Specifically, Public Law 103-337, Section 816, authorized
the “Denonstration Project” at any DoD asset in Mnterey
Count vy, CA. This legislation was extended through
Septenber 1998 by a proposal in the 1997 Appropriations Act
from Congressman Sam Farr (D-Carnel).

The DOC approached all four cities on the Monterey
Peninsula, as well as the County of Monterey, to determ ne
their interest in submtting proposals. The City of
Monterey expressed interest in submtting a proposal for
the POM while the Gty of Seaside expressed interest in
submtting a proposal for the QOWC. Al t hough DOC attenpted
to foster conpetition by soliciting all |ocal governnents,
it was determned that both of the installations were
entirely within the franchised areas of the <city of
Monterey (POM and the city of Seaside (OW), thereby

maki ng this a sole source to each city.

It was initially contenplated that two contracts, one
for the POM and one for the OMC wuld be awarded.
However , after considerable discussion, the cities of

Monterey and Seaside entered into a Joint Powers Agreenent.
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This agreenent resulted in the creation of the Presidio
Public Wrks Agency (PPWA). This was intended to
streaniine adm nistration, and provide one point of contact
for the contract wherein each city was equally responsible
for performance, as well as allow the two nenbers of the
PPWA to act as back-up for each other. After submttal of
their initial proposals and several discussions, it was
determined that a Firm Fixed Price contract would be
i nappropri ate. Ther ef or e, t he solicitation was
subsequently reissued in April 1998 as a Cost Rei nbursenent
solicitation. The Directorate of Public Wrks (DPW
prepared a revised I|ndependent Governnent Estinmate, wth
assistance from the US. Arny Center for Public Wrks
(USCPW . The Statenent of Wrk (SON was rewitten to
reflect conversion to a cost type contract. The revised
solicitation included services for \Water Distribution
Syst em Waste \ater Coll ection System Storm Water
Coll ection System Fire Suppression and Detection, Street
Mai nt enance, El evator Maintenance, Pest Control, G ounds
Mai nt enance, and Fenci ng Mai ntenance, although sonme of them
are not bei ng exerci sed.

The contract was awarded on 13 May 1997 as a cost
rei mbursenment contract. The contract had a base period of
1 June 1998 through 31 May 1999, and four one-year options.
If all option years are exercised, the conpletion date wll
be 31 My 2003. To our know edge, this is the first
contract of this type anywhere wthin DoD. The PPWA
operates out of the respective cities' corporate yards,
facilities, and shops at DLIFLC and POM to ensure that

servi ces and support are i medi ately avail abl e.
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Begi nni ng August 2000, the heating, ventilation, air
conditioning and hot water systens naintenance services
were added to the BASOPS contract to provide support to the
POM and OMC during the transition period between
contractors.

2. Fire Protection Services for POM

The City of Mnterey has provided contracted fire
protection support to DLIFLC and POM since the 1950s. In
May 1999, the U S. Arnmy again contracted with the Cty to
continue to provide fire protection support at the
installation because of the CGty's efficient fire
protection service and conpetitive costs. This contract
was part of the expanded BASOPS/ Joint Powers Agreenent
between the Arny and the cities of Seaside and Mnterey.
The Fire Protection Services were added to the BASOPS
contract, under the denonstration |anguage on June 1, 2000,
but was subsequently renoved and opened for conpetitive bid
with other municipalities when questions arose surrounding
the continuation of the denonstration |egislation.

3. Chil d Devel opnent Center

Faced with resource constraints, the DLIFLC and POM
closed the Child Devel opment Center (CDC) |ocated on the
Presidio in favor of continued operation of the CDC on the
Od Mlitary Community eight mles away.

As a result, the community stepped forward with a
proposal under which the Cty of Mnterey is l|easing the
CDC on the Presidio and contracting wth an outside
provider to manage the childcare operation. [Ref. 43] The
new y renovated CDC opened in August 2000. DLI FLC and PQOM
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granted the City of Mnterey a Rght of Entry in 1998
whereby the City could take possession of the building and
begin preparations for opening the center. DLI FLC and PQOM
continue to receive the sane |evel of support that they had
previously required, and the community is able to |everage
the badly needed childcare capacity. Staff at the City of
Monterey, DLIFLC and POM and the Sacranmento District Arny
Corps of Engineers worked very closely to develop an
agreenent for use of the facility.
4. Soldier Field

During early discussions, it was clear that the
Def ense Language Institute and the Gty of Mnterey's
scheduling requirenents for using sports fields were
| argely conplinentary to one anot her.

Soldier Field is a 10-acre sports field conplex
| ocated at the Presidio of Mnterey. In md-1995, while
the Army had land and a need for inproved athletic fields,
it did not have the resources to construct and maintain
inproved facilities. The Gty of Mnterey had a simlar
need for sports fields, as well as resources to construct
and operate them but no |and. The Cty ultimtely
proposed an agreenent to devel op and upgrade the Presidio's
Soldier Field and then share its use. It becane clear
during the first planning neetings that the two entity's
demands for field space were largely conplinentary, and
shared use was a very real possibility. A Menorandum of
Agreenment for the developnent and joint use of Soldier
Field was signed on March 25, 1996

A second Menorandum of Agreenent was signed Novenber

6, 1996 anong the followi ng: DLIFLC and POM the U S. Arny
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Corps of Engineers, Sacranento District; the California
State Historic Preservation Oficer; and the Advisory
Council on Historic Preservation regarding The License to
the City of Mnterey for Qperation of Soldier Field as a
Recreation Facility. The Secretary of the Arny granted the
license to the City of Mnterey for 25 years beginning
April 15, 1997 and ending April 14, 2022. [Ref. 18] The
result is that the Cty provided $512,450 in inprovenents
to Soldier Field including construction of three baseball
fields with backstops, field fencing and dugout areas,
installation of an wunderground irrigation system and a
perimeter running track. Additionally, the City provides
mai nt enance of the fields to include nowing, irrigation and
re-seeding. The fields are maintained and scheduled by the
Cty and used for a variety of organized youth and adult
sports. The Arny uses the fields, placed in service in
1998 for parades and organized sports and physical
training. [Ref. 11]
5. Huckl eberry Hi Il Nature Preserve

In 1988, the City of Monterey |eased fromthe Arny 81
acres of forested land in the upper portion of the Presidio
of Monterey and has maintained and operated this area as a
Nature Preserve. [Ref. 17] As a result, the Arny has been
able to ensure that a sensitive Mnterey Pine forest
habitat receives needed stewardship at no cost to the Arny.
At the same time, the community has access to a beauti ful
forested area with superb vistas and trails connecting to

the Gty’'s Veteran’s Menorial Park.
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6. Presidio of Monterey Historic Park

A decades-long dream canme to fruition in 1996 when the
Arny and City of Mnterey signed a lease for the Cty to
devel op and operate 26 acres in the lower Presidio as an
historic park. [Ref. 17] The lower Presidio is one of the
nost historically significant sites in California. It was
a Native Anerican village for mllennia, and the site of
mlitary fortifications through the Spanish, Mexican and

Aneri can eras.

The City mintains the area, inproved the trai
network and established a self-guided tour. The newly
renovated Presidio of Mnterey Miseum already existing on
site, re-opened in May 2001. The nmuseum is operated by the
Cty of Mnterey and volunteer guides help staff the
facility. The property also remains available to DoD for

m SSi on use.

The nmaster plan for the developnent of the Lower
Presidio Historic Park was conpleted in the year 2000. The
Presidio of Monterey  Museum exhibit, devel oped in
conjunction with the Mnterey State H storic Park and the
City of Monterey, explores the historic park's mlitary
hi story from the | ate 18t h century to present.
Additionally, an oral history project focusing on the life
at the Presidio between 1914 and 1945 is in progress. The
Presidio Miuseum opened in 2001 with an exhibition focused
primarily on the 20'"-century Arny post, which housed
infantry, cavalry and artillery wunits. More than 400
visitors come through on a nonthly basis. The Gty of

Monterey continues to seek volunteers interested in hel ping
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staff the nmuseum and also is eager to learn of additiona
artifacts and photographs related to the Presidio between
1902 and 1945.

As part of the City of Mnterey's overall plan to
connect downtown history with that of the Lower Presidio
Historic Park and Miseum the Path of H story has been
revised to include the park and nuseum Crcular, gold
ceramic tiles enbedded in the path's pavenent route point

the way to various historic sites.

7. Future Projects to Build on Past Successes
a. Fi tness and Recreation

Many mlitary personnel and their famlies make

substantial use of the recreation prograns and facilities
offered by their neighboring communities. These incl ude
sports | eagues, youth prograns, and the sw mmng pools and
other facilities, which are no longer available on the

I nstall ation.
Many opportunities exist to increase coordination

and col | aboration between the mlitary's MAR offerings and
those of the community. These opportunities can help save
substanti al appropri ated and non- appropri at ed f unds,
increase the variety of program offerings, inprove program
ef fecti veness, and enhance the special rel ati onshi ps

between mlitary famlies and the community. [Ref. 11]
To address the growi ng conmunity demands for

affordable recreation and fitness center, plans were
devel oped to expand the Monterey Sports Conplex building.

The 15, 200-square-foot expansion wll allow for [|arger
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cardi ovascul ar and weight roons, a nulti-purpose room
fitness testing roons, nore |ocker space, a |larger tot
activity room and a snack bar/pro shop. The current
56, 000- square-foot building was built in 1992. A majority
of the funds, $4 nmillion, will come fromthe City' s Cenera
Fund.

b. Access Monterey Peninsula (AWVP)

Access Monterey Peninsula (AMP) is a comunity
nonprofit that was forned to help manage Public, Education
and Governnment (PEG access to the local cable systems).
[ Ref. 1] As part of its contract with the Cty, AW
provides training opportunities and rmakes production
equi pnent available so that organizations and individuals
can get their info on air.

C. Communi ty of Caring

Community of Caring is a nonprofit organization

dedicated to inproving the quality of life for youth and
famlies I n Monterey comrunities. [ Ref . 9] Thi s
col | aboration pursues initiatives targeted toward achieving
pr ogress on priority I ssues identified by t he
Tel | us/ Di ganos project and community di scussion

E. THE PROPOSED LAND LEASE AGREEMENT BETWEEN THE NAVAL
POSTGRADUATE SCHOOL AND THE CI TY OF MONTEREY, CALI FORNI A

Under the initial provisions of the proposed |and
| ease agreenent, the Naval Postgraduate School and the City
of Monterey, California would enter into a long-term

project for the |lease of NPS property to the GCity. The
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project was designed to facilitate a mutually desirable
endeavor ained at preserving for public use existing
facilities and recreational activities currently available
at NPS, while still providing for full use of and access to
those facilities and recreational activities by authorized
patrons of NPS. The |ease would inprove the grounds of NPS
for the benefit of both the Navy and |ocal conmunity, while
reducing operating costs for NPS and integrating a

previously closed property into the |local comunity.

The project would include the followng areas to be
|eased to the City: Del Mnte Lake and surrounding | and;
bal | field and adjacent picnic area, heavy vehicle
mai nt enance area; perineter road around the canpus.

The project would also include the follow ng services
by the Cty: upgraded ball field and adjacent parking area;
upgraded concession stand, restroons and picnic areas;
| andscapi ng and rel ated mai nt enance, i ncl udi ng t he
| andscaped area between 10'" Street and Highway 1 from the
10'" Street gate to the ball field; setback and installation
of a new academ c fence along Sloat and Del Monte Avenues
approximately 95 new, perpendicular parking spaces along
Sl oat Avenue; a new bike/pedestrian path along Del Mnte
Avenue; an inproved, w dened bike/pedestrian path al ong Del
Monte Avenue from Sloat Avenue to the Del Mnte Lake;
i nproved drainage for the Del Mnte Lake; installation of
all necessary inprovenents; rmaintenance of the native
riparian habitat; preservation of native trees, shrubs and
grasses throughout |and areas; limted inprovenents for a
wal ki ng/ joggi ng path; fence renoval/relocation as required;

installation of rest benches, picnic areas, and mninal
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security lighting for evening use of the Del Mnte Lake
are; upgraded and resurfaced nmintenance yard; other
i nprovenents associated with the maintenance and general

upkeep of mai ntenance yard.

Appendi x C shows the estimated costs for the Cty’s
prelimnary list of inprovenents are in the range of $1.1
to $1.3 million dollars. Appendi x D shows that the Naval
Post graduat e School estimates $63,000 in annual naintenance
savings and another $1.045 nmillion in cost avoidance for
road and fence maintenance, and capital inprovenents nmade
by the City.

The concept of the land |ease agreenent requires
further exploration by both parties. Cty of Monterey
Nei ghbor hood | nprovenment (N P) funds have been released to
initiate planning for the Sloat Avenue bike path. The City
and NPS have comenced a nutually agreed upon |ease
apprai sal and site survey. The Navy has also contracted
for an environnental assessnent. Yet, many steps nust be
taken before the agreenent can be finalized. Both parties
must agree on the appraisal assunptions and the fair market
value of the proposed |easehold properties, and DoD
requi renents for the academc fence nust also be
formal i zed. Additionally, the Navy requires a |ease
outlining the rights and responsibilities of the parties,
along with specifications regarding access to the property
in order to facilitate the project.

This section offered historical overviews and sone
future plans of both the Naval Postgraduate School and the
City of Monterey. It supplied a listing of possible future
partnering initiatives for NPS, as well as descriptions of

current Gty of Monterey partnering initiatives. It closed
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with an overview of the proposed |and |ease agreenent
between NPS and the GCity. Chapter |V provides responses

from sem -structured i ntervi ews conduct ed with 23
st akehol der s.
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| V. STAKEHOLDER DATA

A NAVAL POSTGRADUATE SCHOOL PERSPECTI VES

Ei ght sem -structured interviews were conducted wth
key stakeholders from the Naval Postgraduate School (NPS)
to obtain their perceptions concerning the proposed |and
| ease agreenent, including potential outcones. The ei ght
persons interviewed represented a mx of NPS Public Wrks
staff, faculty nenbers, and nenbers of the Engineering
Field Activity (EFA) or real estate contingent |ocated in
San Bruno, California. Al though the sanple is relatively
small, comon thenes and/or concerns energed which are
relevant to the topic. Participants were asked the first
seven research questions. Their responses are divided into
potential cost and benefit categories, and edited for
presentation purposes with occasional direct quotations.

1. Potential Costs (negative inpacts)

In response to the first question of potential
negative inpacts associated with the proposed |and |ease
agreenent, NPS stakehol der responses were grouped into four
categories of potential costs or concerns: civil-mlitary
relations; fiscal issues; l|legal, safety, and security; and
ot her perceptions including personal concerns.

a. Cvil-Mlitary Relations

Three stakehol ders expressed concern about the
proposed |and |ease agreenent in terns of a schism or
difference between the Navy and the City of Mnterey
bur eaucr aci es. A senior mlitary officer stated that

concerns mght be regarded as negative inpacts because NPS
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has not done this type of event before. Al so, a level of
di strust exists between the two entities because they do
not know how the other operates. He added that the Navy
has a lot of I|egacy conputer systens, and needs to

cultivate a better understanding of civilian counterparts.

A senior civilian from EFA stated, “An
envi ronmental assessnent (EA) wll determine what the
negative inpacts are.” Another respondent from EFA felt a
maj or cost was the risk of inadvertently limting the

future of NPS due to the inconplete processing of the
proposal through all stakeholders within the process. He
felt that the risk was increased because this is a first
time effort, and there is a desire to “fast track” these
| easi ng agreenents. He indicated that sonme of the
st akehol der roles would not be fully understood until after
the agreenent is finalized.
b. Fi sca

Five of the eight stakeholders <cited fiscal
concerns as potential negative inpacts. A mlitary officer
in the Public Wrks departnent stated that the Gty of
Monterey contributed $14,000 towards the appraisal of the
Sl oat Avenue easenent, but the Navy nust supply the
remai nder of the funds. A civilian from EFA stated that
there are also significant costs associated with perform ng
a Fair Market Value (FW) appraisal and conducting
environnmental studies, although the environmental studies

costs could be borne by either NPS or the City.

A NPS faculty respondent conmented that paying
for soneone else to do the mai ntenance work would be a cost

avoi dance, not a cost savings. He stated that an error in
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establishing the Fair Market Value (FW) of our valuable
real estate could set a bad precedent for the Navy in

future | and valuations of this nature.

A NPS nlitary officer in the Public Wrks
departnment stated that the intense push for outleasing now
could be detrinmental; i.e., some inportant issues might be
overlooked and NPS mght not realize the true cost

ram fications of current decisions until nuch |ater.

A NPS staff nenber stated a concern over entering
into a long- term agreenment that could result in NPS |osing
rights to the property in the future. He remarked that NPS
m ght be giving away property and not getting a fair
return. Three other NPS stakehol ders echoed this thene.
The respondent declared that a true cost benefit analysis

has not been perforned at NPS. “W don’t know what the
break-even point is, so we can't negotiate a fair
agreenent.” He identified that the nonies returned to NPS

via cost saving would be used for specific functions and
could not be easily reprogrammed for m ssion use. O the
cost savings generated, he stated that the “m ni num anount

of noney NPS can expect to get is 50 percent,” with the
caveat — “don’t expect to get nore.”
C. Laws, Safety, and Security

A NPS faculty respondent stated that the Gty of
Monterey wants the ball field, but not the Del Mnte Lake
and the liability issues associated with increased traffic
around the |ake. Because “law suits go after guys with the
big noney,” the respondent was concerned that if an
i ncident occurred such as a drainage problemw th the | ake,

t hen the governnent would be held |iable.
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Concerns over safety and security issues were
al so an expressed concern. A faculty respondent and A NPS

mlitary officer in the PW departnment stated that security

access 1inside the fence Iline could be a precarious
si tuation. Force protection was cited as a particularly
troubling matt er. Bot h respondents anti ci pat ed

difficulties “convincing civilians of a sense of urgency
under threat conditions” when the time conmes for NPS to
assunme a heightened security posture and limt base access
to mlitary nenbers and gover nnent workers.

d. O her Per cepti ons, | ncl udi ng Per sonal

Concerns

Five of the eight stakeholders voiced concerns
regarding property control and future use determ nations.
A NPS mlitary officer in the PW departnent expressed
concern over the City's ability to neet Departnent of
Def ense  (DoD) and school requirenents. A faculty
respondent stated that NPS runs the risk of [osing open
space, and the wunlimted availability to engage in
recreational activities on base. He added, *“even though
t hey espouse priority scheduling for the mlitary, NPS wll
| ose control of the ball field and the other property to

use how and when we want.” This faculty respondent added
that, “the smaller footprint makes us |ess versatile and
adaptable,” and does not necessarily shelter NPS from

future Base Realignment and C osure (BRAC).

Anot her faculty respondent and nenber of the
facilities planning group stated that the proposed
agreenent “threatens future |and use and devel opnent, and
m ght severely affect the school’s growh potential” by

pl aci ng excessive restrictions and constraints on future
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projects around the |eased areas. The possible inability
to use the leased property in any nmanner NPS deened
necessary would represent an  “encroachnent on NPS

managenent . ”

A NPS military officer expressed concerns over
personnel issues, i.e., the “unions position is constantly
in flux.” The respondent indicated that union nenbers
woul d be hesitant to support the transfer of facilities
managenent functions from in house personnel to Gty
of ficials. A NPS mlitary officer in the PW departnent
al so expressed concerns over encroachnent and priority
usage issues, and echoed another variation of personal
concerns. His point was that mlitary personnel m ght |ose
a sense of pride of ownership in the land |ease areas are
not theirs anynore.

2. Potential Benefits (positive inpacts)

In response to the question of potential positive
i npacts associated with the proposed |and |ease agreenent,
NPS st akehol der responses were grouped into two categories
of potential benefits or positive inpacts: fiscal and
political.
a. Fi scal

Because the Gty of Mnterey has facilities
managenment expertise and the capital budget to upgrade the
property and provide economes of scale through its
operations, one key NPS mlitary staff officer views
| easing the property to the city as a “rational, business
like approach to running the facility.” Leasi ng

underutilized land and facilities to the city generates a
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revenue stream that can be used to reduce base operating
and mai ntenance (O&\W) costs. One NPS nmilitary officer felt
that partnerships that produce reductions in operating
costs are a key conponent of reduci ng budgetary
requi renents while maintaining access to the facilities and
“keeping the institution alive and solvent.”

b. Political

A NPS mlitary officer in the PW departnent felt
that the city could benefit NPS by increasing the use of
currently underutilized | and and facilities, whi |l e
“providing a higher level of quality service because that’s

their business.”

A NPS mlitary staff officer viewed the proposed
| ease agreenent as an opportunity to “create inroads wth
| obbyi sts and other sources of influence.” He also voiced
ent husiasm regarding what he considers to be a “golden
opportunity for NPS to integrate with the local community,
vice operating strictly as a mlitary comunity.” That
integration could get the city, county, and state “on our
side” and gain political power for NPS. This officer
perceived an alliance with |ocal government as an approach
to BRAC avoi dance, because “working with the city may | ook
better to Congress in the event of another BRAC.~”

3. Strengths, Waknesses, Qpportunities, and Threats
(Swor)

In response to the question concerning strengths,
weaknesses, opportunities, and threats associated with the
proposed land |ease agreenent, NPS stakeholder responses

are paraphrased as foll ows:
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a. St rengt hs

The overriding strength nentioned was the
opportunity to reduce operation and nmmintenance costs
through Services In Kind (SIK), while maintaining priority
access to the facilities. A NPS mlitary officer fromthe
PW depart nent st at ed, “There is no learning curve
associated with the city taking over these functions, this
is what they do best.” He referred to the city’'s
successful partnership with the Defense Language Institute
(DLI') as an exanple. He also stated that NPS is in a “wn-
Wi n situation” because “government can cancel [the |ease
agreenent] at any tine.” A faculty respondent felt that
offsets such as “increased use of <city services and
wat erfront parking would make it all worth our while.”

b. Weaknesses

A NPS mlitary officer in the PW departnent
expressed concern over “sole source negotiation with the
city.” He felt “the city has very little up front capital”
required to nmake necessary property inprovenents. A
faculty respondent was under the inpression that nonies

saved through maintenance cost reductions “wll be taken
out of our O&M budget, instead of comng to [NPS] to
redirect for mssion usage.” Anot her faculty respondent

fears that “priority use of the facilities by mlitary and
retired nenbers will not manifest.” He was al so concerned
about the possibilities of “discrimnatory practices wth
foreign national students,” conflicts over the availability
and use of the ball field, differences in nmanagenent

structures between the mlitary and the city, and security
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i ssues. He stated that NPS should “work to nmintain a

mlitary mndset.”

A NPS mlitary staff officer saw the risk of
failure and the loss of control in sonme areas of property
managenent as weaknesses. A NPS officer in the PW
departnment noted that NPS is under fiscal constraints and
cormented on the instability of the city governnent. He
felt that as “the city governnent evolved and changed based
on the voters, the dynamics and priorities” of plans for
property usage at NPS mght drastically change. Hi s
concern was that those possible changes mght not be in the
best interest of NPS.

C. Qpportunities

A NPS mlitary officer in the PW departnent
viewed the possibility of “lowering operating costs,
increasing our revenue stream and |everaging the city’s
capacity and econom es of scale” as a great opportunity for
NPS. Another NPS mlitary officer in the PW departnent
comented on the opportunity for NPS and the city to share

resour ces, such as conference centers and fitness
facilities. A faculty respondent stated that the |I|and
| ease agreenent “would provide a wndow for future

ventures, such as turning NPS into a country club with a
golf <course and information, tickets, and tours (ITT)
pl anners.” A NPS mlitary staff officer spoke at |ength
about the opportunity “for greater integration with |ocal
busi ness and governnent.” He felt the agreenent m ght open
the door for better Navy representation within the city and

create and avenue by which to distinguish NPS fromthe DLI.
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d. Threat s

A faculty respondent fears NPS “wll | ose
control” of the property, and sees a reduced footprint as
one nore step towards “squeezing us out of Monterey.” He
felt that the city was anxious to “close the deal” because

“if they already have a foothold in the door, then it wll

be easy to gain the rest if [NPS] is noved out.” Another
faculty respondent stated, “If we cut deals with the city
to give up what we have, perceptions will be that we have
less need.” He felt giving up what we have “makes us nore

vul nerable to BRAC, in spite of what is being professed,

than if we showed we were naking good use of what we have.”
A NPS mlitary staff officer saw the risk of failure, the
inability to achieve full integration into the |oca

community, and control issues as the primary threats. A
NPS military officer in the PW departnent regarded “long-
term decisions nmade in haste” and NPS “becomng so
entrenched and in good with the city that we could not
extract ourselves when a situation was not beneficial to
us” as key threats.

Four of the eight st akehol ders could not
di stinguish any threats to NPS fromthe proposed agreenent.

4. Fundanent al | ssues (problens or chal | enges)
Qbserved During the Process

NPS stakehol ders responded to the research question
regarding the three or four nost fundanental issues
(problens or challenges) they observed during the process.

The four fundanental issues (problems or challenges)
delineated by NPS respondents fell into the categories of
i nadequate involvenent of key personnel, lack of true
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cost/ benefit analysis, unknown negative future inpacts, and
aspects of the civil-mlitary relationship between NPS and
the Gty of Monterey.

Four of the eight stakeholders sited inadequate
i nvol venent of key per sonnel as a source of
probl ens/ chal | enges. Al three respondents were concerned
that appropriate staff personnel were not involved with or
working the issue. A senior staff respondent was
particularly disturbed that NPS subject mtter experts
(SME) in the Conptrollers office where not at the forefront
of providing costing information. He felt that unqualified
personnel had been assigned to staff the issue and answer
guestions wthout consulting SME for true data. The sane
respondent was also concerned that the school’s nmgjor
claimant, Field Support Activity (FSA), was not involved in
the initial phases of negotiations. An  EFA civilian
explained that FSA is responsible for clarifying funding
i ssues, federal law and policy issues, and | ease provisions
and requirenents that mght not be amable to the |essee
Yet, instead of laying the ground rules for negotiations
FSA was sinply back-briefed as the negotiations progressed.
Two senior faculty respondents, who are al so nenbers of the
NPS facilities subconmttee, felt that there should be nore
open discussion with facilities subconmttee nenbers and
that the legitimate concerns of the nenbers should be
explored and not sinply rebuffed by the |eadershinp. A
maj or concern of the facilities subcomrittee is that the
NPS Strategic Plan, with regard to facilities, does not
make efficient use of school resources. Al four of those
respondents agreed that the NPS personnel at the forefront

of the negotiations with the city have a “short tiner’s”
70



vision, are “out of their depth”, and should not be naking

real -estate decisions for NPS.

A senior staff respondent voiced concern that NPS had
not perfornmed a true cost/benefit analysis prior to
entering into negotiations with the City of Mnterey. The
respondent stated that the costing data being wused in
negotiations wth the Cty was not obtained from or
validated by the NPS Conptrollers office. And, w t hout
true costing data, NPS cannot estimate the potential cost
savings or identify the true inpacts of the proposed |and
| ease agreenent because our | eadership does not know where
we are starting from and has no verifiable way of
determining that NPS would yield enduring positive gains
fromthe proposed agreenent.

Three respondents voiced concern regarding future
inmpacts. A NPS faculty respondent felt that decisions were
bei ng made wi thout adequate tine being spent to contenpl ate
| ong-range negative inplications. A mlitary officer in
the Public Wrks departnent felt decisions were being nade
in haste. He also agreed with the NPS faculty respondent
that long-term inpacts were not being given sufficient
consi derati on. An EFA civilian argued that currently
unknown, vyet essential future mlitary requirenents that
could disrupt the prem se of the agreenment were not being
wei ghed heavily. He felt that anti-terrorist and force
protection concerns that have required the Arny to close
the gates at the Presidio of Mnterey to through traffic
have not been fully discussed. Additionally, a future
mlitary requirement to withdraw access to an area that has

a history of wuse by the local comunity and has been
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i mproved by funds provided by that l|ocal comunity could
draw strong political opposition. The EFA respondent felt
that regardless of how the real-estate instrunment was
witten, attenpts by the Navy to take back use of a ball
field or lake area that had been inproved and regularly
used by the local community would create a storm of protest

that would leave NPS with “egg on its face”.

Finally, two respondents voiced concern regarding
civil-mlitary relations between NPS and the City of
Mont er ey. Both felt that mstrust on both sides and the
fact that the process is still so new has led to a |ack of
understanding and an inability to comrunicate effectively.
A senior mlitary officer in the Public Wrks departnent
used the disparity regarding the fair market value of the
property as an exanple of the conflict in civil-mlitary
rel ati onship between NPS and the City of Monterey.

5. Fair Mar ket Val ue (FMWV) and Assunpti ons
Concerni ng the Proposed Land Lease Property

In response to the question of FM/ assunptions and the
best method for determining FMW/, NPS stakeholders were in
agreenent that, “although the Navy's appraisal process is
flawed,” the mlitary should take the |lead on establishing
the assunptions and selecting the Dbest met hod for
det erm ni ng FW.

NPS stakeholders voiced differing opinions on the
apprai sal assunptions. A NPS mlitary officer from the PW
departnment and a faculty respondent stated that the
apprai sal assunption should be based on the property’'s
current and “intended use as a passive tract of land.”
Anot her faculty respondent and A NPS officer from the PW
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department felt that the appraisal assunption should be
based upon “conparable transactions throughout Monterey
County.” A civilian from EFA stated that governnent
property is “normally apprai sed under the highest and best

use scenario.”

Simlar to the appraisal assunptions, stakeholders
al so expressed differing opinions on the best nethod to
determne the property’'s FW. Two stakehol ders, A NPS
mlitary officer fromthe PWdepartnent and a civilian from
EFA, stated that the best nethod would be to use the Navy’'s
apprai sal process and provide a team of both in house and
contract appraisers with a Scope of Wrk (SON and allow
them to set the FW. A faculty respondent felt that the
Navy should find out what others would be willing to pay
for the property.

6. Strengths and Waknesses of Using Services-In-

Kind (SIK) as the Paynent Met hod

In response to the question of strengths and
weaknesses associated with using SIK as the paynent nethod
from the Cty of Mnterey to NPS for the proposed |and
| ease property, both strengths and weaknesses were noted.

a. Strengt hs

During tight federal budget s, managers are
| ooking for innovative ways to reduce operating costs.
Three NPS stakeholders perceived SIK as a *“cleaner and
preferred nethod of paynent,” quoting A NPS mlitary
officer in the PW departnent. By using the SIK paynent
met hod, NPS can reduce overhead costs by using SIK to
provi de services such as roadwork, and nmaintenance and

| andscapi ng, thus reducing operations and nmaintenance (O&W
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fund outl ays. A NPS mlitary staff nenber and A NPS
mlitary officer from the PW departnent presune the O&M
fund savings can be reprogranmed to support the school’s
primary mission of education and naintenance of academc
facilities. A civilian from EFA felt the SIK paynent
met hod was best because “the conpensation for giving up
part of their real estate rights remains at the activity.”
b. Weaknesses

Si x out of eight stakeholders were concerned with
the perceived definition of SIK as “quid-pro-quo.” Two
st akehol ders expressed concerns that SIK paynment option’'s
initial benefit of lowering overall O&M requirenents m ght
eventually pronpt the major claimant to cut the school’s
budgeted O&M f unds. A NPS mlitary officer in the PW
departnent indicated that civilians at NPS know the history
of the facilities and information gets passed down by word
of nouth; therefore, NPS possesses few detailed pieces of
docunentation, plans, and site maps of old infrastructures.
Because of scant docunentation, NPS and the |essee m ght
have problens negotiating required |evels of service. A
faculty respondent voiced concerns regarding the city’'s
priorities in allocation of its resources. He was
concerned about the limted possibilities for recourse if

the property is not maintained to our standards.

7. Strengths and Waknesses of Using Cash as the
Paynment Met hod

In response to the last question of strengths and
weaknesses associated wth using cash as the paynent nethod
from the Cty of Mnterey to NPS for the proposed |and
| ease property, all eight stakeholders were overwhel m ngly
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opposed to cash as the preferred paynent nethod for three
mai N reasons: recouped funds flow straight to the
Departnment of the Treasury Departnent; DoD policy requires
that only 50 percent of the funds be redirected to the
generating activity; “color of nobney” issues often preclude

alternative uses of the recouped funds.

Si x stakeholders voiced concerns that cash paynents
would go directly to the Departnment of the Treasury, and
NPS woul d have to wait years to receive a portion of those
f unds. The sanme six stakehol ders expressed concerns that
NPS would recoup only a mninum 50 percent of the cost
savi ngs. The remaining funds would go to the general
Treasury f und. Addi tionally, recouped f unds are
“earmarked” for specific functions and cost savings are
returned to the activity for those specific functions.
Therefore, as a civilian staff nmenber stated, NPS would not
be able to use those funds to offset mssion (academ c)
costs unless “we asked our major claimant to reprogram
those funds.” It is at the mpjor claimant’s discretion
whether or not to reprogram funds based wupon current
priority needs within the claimancy. |f the major claimnt
chooses not to reprogram the funds, NPS is greatly
restricted to how the recouped funds can be used, and that
begs the question: “what benefit is the command getting

from generating those cost savi ngs?”’

One stakeholder, A NPS nilitary officer, stated that
NPS shoul d not consider accepting any form of cash paynent
because cash paynents would “kill the budget.” A civilian
from EFA expressed fears that “if the conpensation is

converted to cash, the funds are sent to the U S. Treasury

75



and neither the station, nor the Departnment of the Navy are

credited for the loss of real property rights at NPS.”

Thi s section of t he t hesi s di scussed Naval
Post graduate School stakeholder responses to the thesis
guesti ons. Potential negative inpacts were grouped into
four categories of potential costs or concerns: civil-
mlitary relations; fiscal issues; legal, safety, and
security; and ot her per ceptions i ncl udi ng per sonal
concerns. Potential positive inpacts were grouped into two

categories of potential benefits or positive inpacts:

fiscal, political, and ot her benefits. The four
fundanmental issues fell into the categories of inadequate
i nvol venent of Kkey personnel, lack of true cost/benefit

anal ysis, unknown negative future inpacts, and aspects of
the civil-mlitary relationship between NPS and the City of
Mont er ey.

B. Cl TY OF MONTEREY PERSPECTI VES

Ni ne sem -structured interviews were conducted wth
Cty of Mnterey officials to obtain their perceptions
concerning the land | ease proposal and potential outcones.
The City officials varied in terns of background, expertise

and experience. Three officials had considerable prior
mlitary experience. Al though the sanple is relatively
smal |, conmon thenes and/or concerns energed relevant to
t he topic.

Below are summaries of the interviews based on the
first seven research questions. Responses are edited for

presentation purposes Wwth occasional use of direct
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guot at i ons. Responses are grouped based on anticipated
costs and benefits.

1. Principal Costs (negative inpacts)

City of Monterey respondents’ responses concerning the
princi pal costs (negative inpacts) were grouped into the
followng four thenmes or potential cost categories:
political, social, fiscal, and other.

a. Politica

Six of the nine Gty respondents perceived
potential inpacts of the land |ease agreements in terns of
negative political costs, i.e., political inplications of
dealing with the mlitary. Most referred to the
uncertainty of dealing with mlitary |eaders who are
customarily in charge of everything that happens on an
instal l ation. One respondent stated, “Wat the base
commander wants done on any given day may exceed standards
contracted for or agreed wupon, so this my require
additional resources to be expended [in City man-hours and
equi pnent] or to be redirected to nake the base commander
happy.” An exanple of additional grass cutting and grounds
mai nt enance required, outside what is routinely schedul ed,
when the Presidio of Mnterey has sone high-ranking
official visiting the base, was given to further illustrate
his point. Alternatively, if it rains nore than usual, the
grass has to be cut nore often to neet the approval of the

base commumnder.

Anot her Cty r espondent coment ed on hi s
“frustration with the mlitary bureaucracy.” He indicated

that the tinme it takes to get things done on the mlitary
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side is often longer, thereby introducing additional cost

factors.

Two City respondents comented on another
political or security concern associated with the proposal;
mlitary force protection requirenents and the negative
affect the requirenents could have on the City if NPS had
to close its gates due to a heightened security posture
He commented on the need for a “long-term vision that | ooks
at force protection issues.” |If access to the base had to
be denied or limted due to force protection concerns once
the City of Monterey |eased the property and residents got
accustonmed to having access to the facilities, there could
be consi derabl e negative inpacts.

One respondent expressed concern about t he
“inmpact of gate closures and the logistical problenms in
getting people to the ball fields.” He stated, *“Saturdays
during the Little League baseball season, there are
approximately 700 people who require access to Soldiers
Field at the Presidio of Monterey.” There probably would
not be that many people using the ball field on NPS, but he
felt that closing the gates would create a considerable
access problem affecting hundreds of citizens.

Another cost ~cited by tw Cty respondents
invol ved negative inpacts surrounding “politics in the
nei ghbor hood. ” Some of the residents living in the
nei ghbor hood surrounding the Del Mnte Lake oppose the
proposed agreenent. One official stated, “some wll be
upset with the Cty for a long time, even after it is in

pl ace.”
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One stakehol der commented about the political
efforts that nust be expended in terns of budget actions,
“the City council nust approve the additional outlay of
funds not previously budgeted to bring the Lake area up to
City standards.” Another City official comented that the
creation of an additional 90 parking spaces on Sl oat
Avenue, and fence construction, benefit the Navy, but
provi des no substantial benefit to the City of Mnterey.

b. Fi scal

Al nine City of Mnterey officials voiced
concern over potential fiscal costs associated with the
proposed | and | ease agreenent. Several referred to actual
costs associated with the | ease, and one was enphatic that,
“I't is not free!” This respondent hypothesized about
actual costs, noting two main areas of developnent and
i mprovenent costs. He estimated the initial costs of
front-end tree trinmmng and path inprovenents around Del
Monte Lake to be in the area of $40,000 to $50,000, plus
nor mal mai nt enance costs. Additionally, one Cty official
menti oned costs associated wth hiring additional staff to
meet the increased requirenents.

One City official projected that it would cost
about “50 dollars per square yard just to inprove the bike
trail,” which is part of the easenent proposal for Sl oat
Avenue. He estinmated about a half mle of paving, costing
approxi mately $150,000, not including the cost of grading
or lighting for the bike path. He added that the City
would need to “program $175,000 for the project,” and
indicated that grants would probably be required to help
fund the project.
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Two stakehol ders discussed other fiscal costs.
One nentioned $2,500 the Gty had already contributed
toward the appraisal of the property under consideration
for easenent along Sloat Avenue. The other nentioned an
estimated $90,000 fee to conduct the Environnental

Assessnent for the rest of the proposed project.

Additionally, he stated, “the Cty wll not realize the
full anmount of the capital inprovenents” projected to be
expended for this project. He commented on “ 120 hours or

nore that the City has already invested in this proposal.”
He noted City funds expended on projects that benefit the
Naval Postgraduate School nore than they benefit City
residents, i.e., increasing parking spaces on Sloat Avenue
and new fence construction in return for a safer bike path
that benefits the students at the Naval Postgraduate
School .
C. Soci al

Five of the nine Cty of Mnterey stakeholders
voi ced concerns about potential societal inplications of
the proposed land |ease, specifically; inpacts to the
nei ghborhood and traffic on neighborhood streets by the
residents nost closely affected, e.g., residents on Palo
Verde, directly across the street from the Del Mnte Lake

and additional proximty neighborhoods.

City of Monterey stakeholders agreed about the
likelihood of increased traffic on the neighborhood
streets, and were aware of this substantial residential
(social) concern. One City official forecasted that there
woul d be some increase in traffic in the area, but the

wWor st-case scenario would be an initial traffic increase
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t hroughout the neighborhood that would dw ndle once the
newness of the park area wore off. Another City official
cormented on “clogging the streets if the two ball fields
were linked,” stating that neighborhood parking would be
inmpacted if the Peter J. Ferrante Park and the Naval

Post graduat e School Park were both schedul ed for ganes.

An additional societal cost, comented one City
official is that sone residents have a “fear of change
taki ng place.” Seenming to enpathize with their feelings,

he added, “However, it’s not just their |ake anynore.”

On a different note, one City official recognized
the potential inpact that indigenous creatures m ght have
on traffic, i.e., crossing the streets or getting into
nei ghbor hood yards. He referred to sone of the residents
in the surrounding as “CAVES - Citizens Against Virtually
Everything.”

d. O her Potential Concerns

One City official commented on the difficulty that he
encountered designing the Sloat Avenue project. Dfficult
i ssues included: fence location; type of fence; irrigation;
trail lighting; bike path location outside or inside the
fence; control issues; bike path crossing at 1% Street;
fire departnent access across the trail; usage of limted
water rights and access in a force protection situation.

2. Potential Benefits (positive inpacts)

City of Monterey stakehol der responses to the question
of benefits or positive inpacts from the Iland |ease
agreenent are grouped into four primary areas: soci al ,
cultural (inproved civil/mlitary relations), fiscal and

political.
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a. Soci al

Seven of the nine Gty Oficial respondents
agreed the lighted ball field at NPS would be a definite
asset that would benefit the local community. One
participant said “the ball field is the nunber one benefit
from the recreation aspect.” The proposed I|and |ease
agreenent “woul d provide additional park resources for the
City, especially the ball field,” another stated. “It
woul d be available for |local pony |eagues, wonen s ball
ganes, and for the adult and sunmer |eagues,” a recreation
of ficial stated. “I't could provide an asset for the Cty
by extending the season,” said another. In addition, “the
City could have access to another field when big ganmes or
community sponsored/ supported events are occurring on their
ot her fields, which expands the possibilities for usage.”

Five of the nine Cty official respondents
envision benefits in aesthetic value for the Cty of
Monterey and the Naval Postgraduate School. They indicated
that renmoving the green chain link fence along Palo Verde
and Del Monte around Del Mnte Lake and putting up a new
NPS sign would inprove the school’s image and the City’'s
entrance. Additionally, inprovenents to the wal king path
around the Del Mnte Lake would provide City of Monterey
residents with access to and use of beautiful open space

and a passive park with “inviting access”.

One City official stated that this land |ease
agreenent would benefit the Cty by “extending our City
wi thout having to annex any property.” Anot her st at ed,

“the Gty of Monterey would gain limted usage of comunity
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resources” and all respondents echoed consensus that the
|and | ease agreenment would inprove quality of life for

resi dents.

One City official envisioned the Sloat Avenue
easenment and proposed bike path as providing sonme benefits
to the Cty. The bike route, could connect Del Mnte to
Mark Thomas Drive and create safer access to Catalina, Foot
HI1l and Garden for bikers who now ride their bikes to
t hose areas. The respondent indicated an indirect benefit
of less vehicular traffic.

b. Cultural (inproved civil/mlitary rel ations)

Cty of Monterey respondents saw cul tural
benefits in the proposed |and |ease agreenent and
opportunities to “deepen working rel ationships between City
of Monterey residents and the Navy comunity.” One high
level City official affirmed his interest in “keeping what
the mlitary at NPS bring to the Cty of Mnterey [in the
way of] quality people, historical, social, cultural, as
well as economcal benefits.” One respondent viewed
sharing the use of the recreational facilities, especially
the ball field, wth the mlitary having priority as an
opportunity to better integrate our civilian and mlitary
comruni ti es. He suggested the Navy could use the ball
field in the daytine when nost mlitary personnel are on
canmpus before, during and after classes, and the City could
use the facilities in the evenings. Oficials viewed this
agreenent as a way to help the Naval Postgraduate School by
providing inproved facilities for the Navy, reducing
operating cost, and rmaking physical i nprovenents and

perform ng mai ntenance at a reduced cost. One saw this as
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an opportunity for the school to “increase the value of an

asset and reduce excess capacity”. It would also reduce
base operating cost for the Navy. Interviews with Cty
officials consistently included responses about t he

objective of mutual benefits for both, wth several
st akehol ders commenting on the benefits of the Sloat Avenue
part of the proposal. “I't facilitates bike trails from La
Mesa to Aguajito via Sloat to NPS and would ease parking
for NPS students.” One official expressed it this way:
“Moving the bike trail off the road is a little safer, but
who benefits nost? Hi gher appraisal would nean a higher or

| onger fence, and nore parking for the Navy.” Anot her
stated, “It would add parking supply where demand is now,
and get cars out the neighborhood.” Anot her conmment ed,

“10'" street Sloat avenue is really no value added to us,
that I can see, it would just be a buffer zone.”

Several City officials also stated that the
proposed | and | ease agreenent m ght reduce the possibility,
as stated in a 1993 BRAC out-briefing, of the Naval
Post graduate School’s selection for closure by the BRAC
Comm ssi on.

C. Fi scal

Sone fiscal benefits of the proposed |and |ease
agreenent perceived by City officials included not having
to pay the high acquisition cost for the property, and
having access to the vehicle maintenance |ot. Three City
officials viewed the cost associated with the proposed
lease as I|lower than the cost of acquiring conparable
property. One respondent stated, “The City gets a great

parcel of real estate.” Another echoed this view when he
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added, “the City of Monterey gains park facilities in
exchange for providing maintenance and upgrades to the
property, and it can not get nuch cheaper than that! Wth
mnimal |and acquisition cost, we can deliver quality
facilities to the public.” Another stakehol der conmented,
“the city gains a lighted ball field that requires sone
i mprovenents, but hopefully will not require $450,000 I|ike
at Soldiers Field,” which is approximately what the City
invested in capital inprovenents to refurbish the three
basebal|l fields they currently |ease from the Presidio of
Monterey for one dollar per year.

Two City officials stated that using or having
access to the five maintenance bays at NPS could inprove
their efficiency by reducing mles traveled and service
times because their trucks would not have to go back to
Ryan’s Ranch. Currently, the Cty's main facility for
Public Wrks vehicle maintenance is |ocated approximately
four and a half mles from town, at Ryan’s Ranch, a large
conmpound on the outskirts of Monterey, off H ghway 68. The
Cty has a small equipnment nmaintenance yard behind El
Encinal Cenetery, off East Pearl Street in Mnterey. The
Cemetery is currently close to capacity. Rel ocating this
smal | maintenance yard to the NPS site would give the City
room to expand and extend the Ilife of the cenetery.
Additionally, City official were in consensus that “keeping
t he Naval Postgraduate School here continues to provide a
revenue streanf for the City of Monterey.

3. Strengt hs, Waknesses, Opportunities, and Threats

City of Monterey participants responded to a research

guestion about primary strengths, weaknesses,
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opportunities, and threats associated with the proposed
| and | ease agreenent as foll ows:

a. St rengt hs

Two  of the nine City officials did not
di stinguish any strengths in the proposed agreenent. Seven
participants indicated nultiple strengths. They agreed
that the City’'s admnistrative capabilities, organizationa
structure, experience and expertise are existing strengths
to conpleting a successful |and |ease agreenent. The City
is fortunate “to have a few nore resources than other
cities,” stated one stakeholder in a managenent position
“An understandi ng of cost accounting and of cost allocation
[to] capture costs,” is significant in nmanagenent of those
resour ces. The ability to identify cost centers and
readily track spending for each activity and function is a
strength the Cty of Mnterey stakehol ders perceive they
have and NPS may | ack. One stakeholder, a NPS graduate
proudly stated that “accurate cost data is nmaintained by
the Cty on all of their activities and from ny dealings
with them [NPS] during ny tine, | know that they did not
mai ntain their records that way.”

Anot her stakeholder <cited the City’'s proven
record of acconplishnment for “expertise in facilities and
mai nt enance, managemnent and accounti ng” as anot her
st rengt h. City of Monterey stakeholders nade many
references to the Base Operations Support contract that the
Cty has wth the Presidio of Mbnterey. [ Ref . 11]
“Mai ntenance is what we do best,” stated another. “The
Public Wrks and nmmintenance, parks and recreation's

peopl e, al | have a reputation for doi ng wel | .”
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Additionally, another strength is access as required to
ot her resources the City has at their disposal. “The City
provides a full service package [of] nmintenance primary,
but other capabilities [are readily available] as needed.”
City stakeholders <cited the organization of recreation
activities as another activity that the Cty had dedi cated
resources to perform “I't’s what they do, but of course
the Navy would get full and first priority use like at DLI,
while we maintain [the property],” stated one Cty

official.

Another City strength discussed was prior BRAC
experi ence. Havi ng faced the Base Realignnent and C osure
rounds previously with the Defense Language Institute (DLI)
and Fort Od, one high level official felt that, “the
experience obtained through our partnership wth the
Def ense Language Institute has made the City nore aware of
the value of the mlitary.”

Cty of Mnterey stakeholders viewed the City’'s

flat organizational structure as another strength. One
i ndi vidual stated that, “there are two I|evels between
authorization and appropriation authority. No huge

hi erarchy exists, so the decision naking process within the
City is quicker, nore responsive to needs.”

Addi tionally, City officials expressed their
intention to make the proposed |and | ease agreenent a “w n-
win situation” for the Naval Postgraduate School, the City
of Monterey, and its residents. “The City of Monterey
doesn’'t need the land,” stated one stakehol der. But the
“City needs use of the lighted ball field area, that would

be a huge benefit.” Anot her official said, providing
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parking to the Naval Postgraduate School w thout them
building it is a benefit to the Cty because it “pulls
traffic out of our surroundi ng nei ghborhoods.”

b. Weaknesses

Seven of the nine City of Monterey stakehol ders
not ed several weaknesses associated with the proposed |and
| ease and two distinguished no weaknesses. One individua
noted the “tinme and noney invested in witing proposals and
concept plans for the Navy, and nothing ever cones of the
effort.” He added, “The Navy does not keep deadlines.
They have us junping through hoops to provide information
and then they sit on it or adjust things or dates.” One
of ficial expressed concerns about the return on the Gty's
i nvestnment, stating, “a national energency would |ock all
the gates and where would that |eave the GCty? W would
invest noney into the land and not be able to use it. To
re-capitalize the noney spent over the tinme of the |ease
the Gty is looking at a mninmum 25 year agreenent.”
Addi tionally, he added concerns of control over the space.

Anot her of ficial noted a possible weakness
associated with the proposal including possible drainage
problens wth the |ake, stating, “W would now have to
mai ntain where the Navy has had to do it.” He also cited
concerns about personnel costs, asking, “Wat do we do with
the additional enployees that will have to be hired to do
mai ntenance if and when the agreenent is unexpectedly
cancel l ed?” He added, “the citizens of Monterey would have
to realize some real benefits to drop a half mllion

dol | ars of general fund on this venture.”
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Three officials expressed additional coments on
weaknesses and concerns. The coments included: “the City
has a small budget and limted resources that are subject
to fluctuations; there is a potential risk and fact of life
that the Cty would not get 100 percent public support of
this venture, or any other; and the Cty needs to be

careful to ensure that the investnent does not becone cost

prohi bitive.” One official added, “W need to realize
there is intrinsic value to the property. It would not be
a true investnent. The City is not |ooking to make a

profit on the use of the facilities, but to enter into a

partnership that wll benefit everyone.” The Gty of

Monterey is “not as far along with the Navy as with the

Arnmy” in building these kinds of partnering relationships.”
C. Qpportunities

Gty of Mont er ey st akehol ders see many
opportunities associated wth the proposed |and |ease
agreenent . One stakeholder noted “the opportunity to
reduce mssion cost for the Navy and inprove efficiencies
for the Cty.” Also, “maximzing economes of scale — we
can easily add to our existing services and get |[|ower
overall cost (i.e. street sweeping). Qpportunities are
available to “develop a stronger relationship between the
Navy and the Conmunity, making it nmore difficult for DoD to
close NPS in future BRAC rounds.” Two of the stakehol ders
nmentioned the opportunity to “integrate the civilian and

mlitary conmunities for educational purposes.”

Addi tional opportunities cited: “to have first
right of refusal |anguage in legislation; to have a Base

Operations contract with NPS, simlar to that with DLI; and
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to build a reputation for being able to do things better,
cheaper, and faster.” City stakeholders also nentioned the
possibility of opening other opportunities like |easing the
pool, which is a potential asset; aesthetic inprovenents to

the Gty entrance; and possible future partnerships.
d. Threats

From the City of Monterey' s perspective, the
threats associated wth the proposed land |ease are
primarily related to restricted access to the |eased
property due to heightened force protection issues, and
concerns about the base closing due to BRAC or being noved
el sewhere. “I'f we get to use it and the base were closed
or pulled out of the community it would be devastating to
the Cty of Monterey and would create negative thoughts
about the mlitary.” QO her threats associated with the
agreenent included “territorial thinking” on both sides.
One senior official conment ed, “Time is needed to
understand each other.” One City official perceived that
Navy personnel mght be threatened by having to “give up
control.” He further commented, “the mlitary is used to
doing reports, and if the Cty takes over, reports would
not be available in the form that the mlitary wants
because we don’t track sonme of the things they usually | ook
at . They nmay perceive it as putting sonmeone’s job in
jeopardy if that is what he or she did - reports.” Another
threat noted by one individual was that “the adm nistration
will change before the deal is conplete. The bureaucracy
will wait-out the individuals with creative ideas. Qut of

t he box ideas may not gain command buy-in.”
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4. Fundanent al | ssues (problens or chal | enges)
bserved During the Process

City of Monterey partici pant stakehol ders responded to
a research question about the three or four nost
fundanental issues (problenms or challenges) they observed
during this process. This section describes those primry

I ssues concerning the ongoi ng process.

One official cited “lack of continuity of the Navy” as
a frustration because “we have only a two to three year
wi ndow of opportunity to get things done before the

installation comander changes.” He said, “a lot of tine
and noney is invested in witing proposals and concept
pl ans for the Navy, and nothing ever conmes of the effort.”
He felt the Navy does not keep deadlines. They have us

j unpi ng through hoops to provide information, then they sit

on it or adjust things/dates.” The forth issue he
identified is the “bureaucracy in contracting.” He stated,
“there is no vision in federal contracting.” He conpared

the Navy to the Arny, stating, “the Navy is nore by the
book than the Arny.” He specifically brought up the
Denonstration Legislation, which expires in Septenber 2001

under which the Arny took the opportunity to “think out of
the box” and to partner with the Gty of Mnterey.

A second City official observed fundanental problens
or challenges in the areas of decision-nmaking, differences
in expectations, and in specifications. He perceived a
flaw in the Naval Postgraduate School’s decision-nmaking
process stating that, “things are not |ogical past the
Adm ral .” He remarked that those involved in the process
are “slow to nmake decisions to push forward” as evidenced
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by the occurrence of rmany “unnecessary neetings, and
uncl ear neeting agendas.” He also comented that each side
has unclear perceptions of what the other side expects.
There are differences on views of “the appraisal,
conpensation, who pays for what, and what the assunptions
should be.” Differences are also evident in work

specifications for the Navy and the City of Monterey.

Anot her Cty st akehol der observed f undament al
challenges in the areas of balancing inprovenents wth
benefits, dealing wth cultural differences, and wth
nei ghbor hood concerns. He comented on challenges
encountered wth determning how to strike a balance
bet ween i nprovenents and derived benefits. He remarked on
the cultural differences and in dealing with the “can’t do
that nentality” of those involved in the process. He
observed another problem in the area of addressing public

concer ns, i ncl udi ng t hose of t he nost i npact ed
nei ghbor hoods. “I't is difficult for them to believe that
anything we propose is a direct benefit to the
nei ghbor hood, and the traffic inpact wll be dimninus.”

He attributed residents’ suspicions to possible bad
experiences with the mlitary and the City or to just being

pl ai n suspi ci ous.

A fourth Cty of ficial di sti ngui shed cul tural
differences and differences in objectives as the two nost
fundanmental problens or challenges, while a fifth official

saw no di scernabl e probl ens.

A sixth official identified several f undanent a
i ssues, whi ch i ncl ude: interpretation of rules and

regul ations; perceived constraints; the mlitary mndset;
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and the hierarchical structure of the Dbureaucracy.”

Echoing a sentinent previously expressed, he renmarked that,

“very few people can say ‘yes’, but nany can say ‘no’.

The seventh City of Mnterey stakehol der distinguished
fundanmental problens determning the property appraisal
val ues, sticking to time lines, and conmmunicating clearly.
An eighth stakehol der saw the challenges stemring from two
agencies “trying to do good for each other, but running
into strict process and paradigns.” He stated that the
Naval Postgraduate School and the City of Monterey are
“charting new territory and collaborating for the big
picture with a synergistic, break out of the ‘rice bow’
mentality.” He also commented on problens wth the
apprai sal process and valuation criteria.

The ninth Gty of Mnterey stakeholder addressed
several of the challenges referred to by the previous eight
City stakehol ders. In addition to those, he nentioned
trying to nmeet the needs and address the fears of the
people in the imredi ate neighborhood, working with in the
mlitary processes to get things done, working to bridge
the gap between the differences in expectations, and
increasing tine horizons as key chal |l enges of the process.

5. Fair Market Value (FW) and the Assunptions
Concerni ng the Proposed Land Lease Agreenent

In response to the question of FM/ assunptions and the
best method for determning FW, Cty of Mont er ey
stakehol ders voiced differing opinions on the appraisal
assunpti ons. Four City of Mnterey stakeholders stated
that the appraisal assunptions should be based upon the
property’s current and “intended use as a passive tract of
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land.” One stakehol der stated, “Nothing noney making could
be built on the land. The Cty of Mnterey considers it a
passive, open space and that is the best basis for value.
The City of Monterey does not plan to use the land in a
different manner than its current use — with inprovenents,
they are not trying to make a profit.” Another stakehol der
guestioned the need to know the FW asking, “Do we really
need to know the FMW? NPS is not selling the property to
the Gty.” Anot her stakehol der addressed the FW of the
property under consideration along Sloat Avenue, asserting
that “"currently there is no value, no public benefit.
There is no Navy benefit. As it is now, you cannot put any
nore parking on the Navy side”. Part of the solution to
the Navy's parking situation enconpasses the proposed bike
trail, which would provide additional parking on the
outside to support the students and benefit the Navy. He
further asserted that the Lake holds “park |ike value” and
the “ball field is probably the nobst valuable section of
property.”

Simlar to the appraisal assunptions, stakeholders
al so expressed differing opinions on the best nethod to
determne the property’s FW. One stakehol der suggested
the best nmethod to determne FW would be to “let the
mar ket determine the value by having three real estate
conpani es apprai se the property.” Another stakehol der felt

that the highest value lies in the ball field and suggested

a method to apportion costs and to determ ne FW. H s
suggestion, “Look at hours of operation and progranms put
in, calculate usage and split the cost in half.” Another

st akehol der stated that the best nethod would be to ask,

“What woul d, or could, the land realistically be used for?”
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One stakeholder did not directly answer the FW
guestion, but conmented on the following: “In a practica

sense, the assunptions should be part of the negotiations.

The City of Mnterey will not spend real noney without a
cl ear understanding that it wll gain true benefit.” He
went on to state, “In an extrene sense, if the mlitary

considers the property to have ‘Sovereign Value there are
no controls. It can be Iook at as what ever you want, even
a virtual profit center. The property is now zoned ‘HOLD
ZONE by the City of Mnterey, and should be appraised
using ‘highest and best reasonable use’, reasonable being
t he operative word.

6. Strengths and Waknesses of Using Services-In-
Kind (SIK) as the Paynment Met hod

In response to the question of strengths and
weaknesses associated with using SIK as the paynent nethod
from the Cty of Mnterey to NPS for the proposed |and
| ease property, seven of the nine Gty of Monterey
stakehol ders noted strengths and weaknesses, while the
ot her two stakehol ders offered no discernible response.

a. Strengt hs

Three City of Mnterey stakeholders saw using SIK
as the paynent nmethod to be a better deal for both parties.
One individual stated that the Gty benefits because it is
“not actually paying for the land, and it’s already set up
to provide SIK 7 Another stakehol der stated that use of the
SIK paynent nethod would nmake it “easier for the Cty of
Monterey to absorb the cost of the lease and allow it to
spread out the total cost over the length of the |ease.”
NPS can reduce their overhead costs by the City providing
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services such as roadwork, and maintenance and | andscapi ng
because “they are the experts,” one stakeholder stated.

“NPS woul d get a better job, for |ess noney,” thus reducing

t heir operations and nai ntenance (O&\) costs.

From the City of Monterey s perspective, it is
“cost effective to sinply exchange services,” stated one
high Ilevel official. It would be *“done at cost, and

[woul d] relate well to the original collaborative effort.”

Anot her stakeholder commented on the Gity’s
ability to provide fast and flexible responses to service
requirenents. He stated, “The City has excess, existing
capacity in the ability to render service and we can create
capacity very cheaply by subcontracting.”

b. Weaknesses

City of Mnterey stakeholders also identified
weaknesses in wusing SIK as the paynent nethod. Two
st akehol ders expressed concerns about the additional
manpower, |labor, and equipnent, beyond what the Gty
currently has, required for the SIK and what would becone
of these additional resources if the school is closed or
t he agreenent is dissolved.

Two stakeholders perceived constraints on the
Naval Postgraduate School using the SIK nmethod of paynent,
noting that savings in operations and mai ntenance resulting
from SIK “may not be allocated where we [or they] would
like it to be used.” One stakehol der expressed concerns
over encount eri ng specific chal | enges Wi th t he
“interpretation of rules like the title 10 U S. 2667
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Qutgrant Authority and the FAR [Federal Acqui sition
Regul ations].”

7. Strengths and Waknesses of Using Cash as the
Paynent Met hod

In response to the last question of strengths and
weaknesses associated wth using cash as the paynent nethod
from the Cty of Mnterey to NPS for the proposed |and
| ease property, the majority of City stakehol ders opposed
using cash as a mnmethod of paynment because of possible
differences in the City and NPS the valuation of services.
Yet, one stakeholder noted strength in wusing cash. He
stated that “cash would be clean cut; $500 is $500.”

Weaknesses in cash paynent identified by Cty of
Mont erey stakehol ders included concerns about how taxpayers
would react to the use of “their noney”. One official
expressed concern regarding “political inplications of the
perception that we are using their [City resident’s] nopney
to subsidize the federal governnent.” Another City
official stated, “Property tax payers would balk at using
noney to buy the |ake area. They would argue that they use
the |ake now, for free, and it's not used that nuch.” He
further stated that it mght also becone a “turf issue.”
City officials felt another difficulty with respect to cash
paynment mght be the Cty s limted budget. One official
commented that it mght be hard to “cone up with the cash
out of the budget and to prioritize those cash out |ays.”

This section if the thesis discussed the City of
Mont erey stakehol der responses to the thesis questions.
Pri nci pal costs were grouped into four cat egori es:
political, social, fiscal, and other. Potential benefits
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were grouped into four primary areas: social, cultural

(inmproved civil/mlitary relations), fiscal and political.

C. MONTEREY RESI DENTS PERSPECTI VE

Sem -structured interviews were conducted wth six
City of Mnterey residents to explore their perceptions
concerning the proposed l|and |ease agreenent and its
possi bl e outcomes. All six residents live in the Villa De
Mont e nei ghborhood | ocated adjacent to the Del Mnte Lake
at NPS. Al though the sanple is relatively small, comon
themes and/or concerns energed which are relevant to the
t opi c.

Cty of Mnterey residents answered the first four
research questions as foll ow

1. Princi pal Costs (negative inpacts)

In answer to the first question of negative inpacts
associated with the proposed agreenment, all six residents
cited the proposed renoval of the fence currently
surrounding the Del Mnte Lake as a negative inpact. The
proposed fence renoval generated four related concerns:
increased transients around the |ake; increased traffic in
and t hroughout the adjacent nei ghborhood; parking problens;
and safety/security concerns. The possible msuse of
Nei ghbor hood | nprovenment Project (NIP) funds was also a
maj or concern.

a. Fence Renpva

Four residents felt that the proposed fence
removal woul d encourage transients already |oitering across
the street to cross over into the Del Mnte Lake area and

98



become a nuisance in their neighborhood. Two residents
voiced a concern about the possibility of transients
deal i ng drugs and of honel ess people sleeping in and around
the |ake area. Two residents stated that the split rail
fence proposed to replace the current chain-link fence
would attract the “wong kind of people” and would not
provi de adequate protection to keep “undesirable people”
out of the Del Mnte Lake area and the adjacent Villa Del
Mont e nei ghbor hood.

Since the closure of +the Encina Avenue gate,
which created a dead end traffic control on the corner of
Helvic and Palo Verde, Villa Del Mnte neighborhood
residents have enjoyed a street with very little through-
traffic. Traffic on Palo Verde street has been limted to
residents and the occasional passer-by. In an effort to
alleviate fears of new traffic problens, Gty of Mnterey
representatives presented area residents wth traffic
studies that indicated increased traffic through the Villa
Del Monte nei ghborhood would be insignificant. Yet, with
the proposed fence renpval and increased usage of the ball
field, all six residents fear their neighborhood wll once
again becone a thoroughfare for vehicles entering the base
from Hghway 1 and Del Monte  Avenue. These six
apprehensive residents do not want the Encina Avenue gate
r eopened. They feel the results of the traffic studies
conducted by the Gty of Monterey are nuch too conservative
and that the true inpact of opening the area to increased
traffic will not be fully realized until “the deal is

actual ly done.”
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At least one resident is under the inpression
that no additional parking will be created to accomopdate
the increased ball field wusage; therefore, increased
parking on Palo Verde by non-residents using the |ake and
the ball field will beconme a problem One exanple, cited
by two residents, was of the current parking problens that
| oom when Farrante Park is in use. One resident was
concerned that people would use the “shortest route to get

to the | ake once the fence cane down.”

Al six residents nentioned safety concerns for
area children and wildlife around the Del Mnte Lake. Four
residents specifically addressed concerns for the children
who use the skate arena and spend tine outside the arena
waiting to be picked up. The perineter of the lake is
extrenely dark and could be very dangerous for such curious
young peopl e. The residents also perceive a danger to
people with very small children who have not experienced
the threat of the |ake posing a danger. Three residents
were worried about wldlife crossing into the streets and
possi bly being struck by traffic.

b. Nei ghbor hood | nprovenent Project (N P) Funds

Four residents voiced concerns regarding the use
of Nei ghborhood | nprovenent Project (NIP) funds to make
i mprovenents on NPS property. One resident stated that NP
funds should be used for “what the nei ghborhood needs, not
what the City of Mnterey wants to do to beautify the
entrance to the Cty and not for others fromthe outside to
use.” He felt that proposed projects would not directly
benefit the nei ghborhood enough to warrant the use of NP
funds. Another resident felt that NIP funds would be used
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to finance the deal because “the Cty had already spent its
portion of the hotel tax,” otherwise known as Capital
| mprovenrent Project (CIP) funds.

C. O her Not eworthy Concerns

Several comments had no real consensus, but were
noteworthy. One resident was concerned with the Gty s tax
structure and how much the Gty mght pull fromlocal taxes
to fund projects at NPS. Another resident stated that the
proposed agreement would cause the loss of “[his]” park to
| eague play and parking and would not |eave recreationa
opportunities for the imediate neighborhood. Anot her
resident stated that the agreenment would cause the |oss of
“the exclusivity to [their] private reserve.” He also
stated that he likes the |lake area just the way it is with
the birds and the wildlife. A fourth resident stated that
the Gty of Mnterey only wants the ball field and are
mai nly concerned with the City s appearance when visitors
enter from Del Mnte Avenue. This resident expressed
concern for the natural border of the |ake. He hopes the
city will not “trash” this natural setting by clear cutting
the area and stripping the vegetation to make it |ook |ike
El Estero.

2. Principal Benefits (positive inpacts)

In answer to the second question of positive inpacts
associated with the proposed agreenent, three positive
areas were noted: increased facility wusage; better

mai nt enance; grounds inprovenents.

Five of the six residents agreed that Cty use of the

lighted ball field would be beneficial to the |[ocal
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comunity. The ball field would be available for |ocal
| eague ball ganmes and provide and asset for the Cty to
rent out for other comunity sponsored and conmunity
supported events. Two residents stated that the Gty is
better equipped to nmaintain the area because they have
experts in nmaintenance and the rmanagenent of par k
resources. The City can perform regular maintenance on the
flood control system and the sewage gate in the |ake; thus
providing a greater peace of mnd for residents in the

fl ood zone.

Two residents spoke at Ilength about inprovenents
around the facilities to include increased access to picnic
areas, better |andscaping, increased parking near the bal
field, and the repaving or resurfacing of the wal king path
around the | ake.

One resident stated that if the Cty controlled the
property it would be nmaintained to a higher standard, and
an open park wth a lake and ball field in his backyard
woul d i nprove nei ghborhood property val ues. He al so stated
that having the property open would assist the area in
becomng nore “famly oriented by providing nore and
updat ed things for neighborhood famlies to do.”

Another resident stated that increased access to the

park would be “a good thing.” He believed that the De
Monte Lake is a very scenic area and “other people should
be able to enjoy the park just Ilike the neighborhood
residents.”
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3. Strengt hs, Waknesses, Qpportunities, and Threats

In response to the third question of primary
st rengt hs, weaknesses, opportunities, and threats
associated with the proposed |and |ease agreenent, there
was consensus on several issues. Wiile some coments and
Vi ews, although stated by only one resident, are
not ewort hy. The residents focused their concerns in two
ar eas: issues in the area of comunications and

mai nt enance performance by the City of Monterey.

In the area of communications, residents viewed open
di scussi on between the residents and the Cty of Monterey
as a strength. Al'l residents interviewed perceived the
voice of the neighborhood association's president as a
strength, whereby issues affecting the neighborhood could
be quickly brought to the attention of Cty officials.
Three residents felt that the association president spoke
for those who would otherwi se not be heard, because they
are unconfortabl e speaking out in a public forum

Al though they viewed the neighborhood association
president’s voice as a strength for the neighborhood, three
residents felt the president’s personality m ght negatively
affect comunications with Cty officials because he was
“not necessarily speaking wth the ‘voice’ of t he

nei ghbor hood, but with a personal agenda.”

A strength cited by one resident was that the proposed
agreenent would allow the neighborhood residents to have
communi cations with Cty officials that they did not have
with federal officials on area issues. The agreenent would

also afford nore stability in decisions for future use of
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the area if it were under the Cty's control. This was
contrasted to the uncertainty associated with the |ack of

continuity in NPS | eadership.

One resident viewed the wunity of the neighbors,
especially those directly across from Del Mnte Lake on
Palo Verde and their relationship with each other as a
st rengt h. He stated that many of the residents are
property owners and have lived in the neighborhood for many
years, and because of this “we know our neighbors and use
each other as ‘watchdogs’ for our hones and property”. He
continued that “longevity in the neighborhood results in us
knowi ng our neighbors com ngs and goings and that nakes it
easy to keep watch, but we do not want to be a watchdog for
ot her people using the facility.”

One resi dent saw the “l ack of nei ghbor hood
participation from non-owners” [renters] as a threat, and
viewed the threat as an opportunity to unite the community
as a group to form a neighborhood board involving |ess
formal discussions and “fireside chats” on the issues,
where everyone's voice could be heard, thereby inproving
communi cations within the nei ghborhood.

The City’ s performance of maintenance on the areas in
guestion was perceived as a strength by one resident, while
anot her resident expressed the view that it was a weakness
on the part of the residents, because “the City has the
resources to take care of the area, we don’t.” Anot her
resident also viewed the City' s performance of naintenance
on the lake area as a weakness. He voiced particular
concerns about the City's goal to increase use of the area

and about the increased danger to the natural wldlife
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because of the feral and donestic cat popul ations. He sees
an opportunity to have the lake remain a natural |ake as
opposed to being devel oped. He commented about there being
“no segregation of the natural versus developed area”,
citing the current conditions at Lake El Estero, where
there are problens with erosion because of clear cutting

He stated, “Man does not inprove on nature.”

One resident saw the proposed land |ease as an
opportunity for the City of Monterey to nore easily acquire
the property in the event that NPS were to be closed as the
result of another BRAC round.

4. Fundanent al | ssues (problens or chal | enges)

bserved During the Process

Resident’s responses to the fourth question regarding
the three or four nobst fundanental issues (problens or
chal | enges) observed during the process resulted in two
areas: mstrust of the City and its process to garner
community input and involvenent, and dissatisfaction wth
the Gty s comruni cati on process.

a. M strust of the Gty

Five of the residents interviewed expressed a
mstrust of the Gty and the process it wuses to garner
community input and involvenent. Al five residents cited
a problem in dealing with the GCty, which included the
perception that the City does not hear or listen to their
i nput s. One resident stated, “The City has their plans
drawn up, then holds public hearings which are supposed to
be for the residents inputs and information, then acts as
if their inputs are irrelevant. They go ahead and do what
t hey have planned in spite of the residents’ inputs.”
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Another resident stated that at the public
hearing the "City projected that they were there, but they
were going to do what they wanted anyway.” One resident

stated, “The nobst highly inpacted residents are not given a

strong enough voice.” Two residents specifically stated
that there is “No Trust!”
b. Di ssati sfaction W th t he Cty's
Communi cati on Process
A general di ssatisfaction wth the Cty's
comuni cation process was noted. Specific conments

centered on poor information disseni nation, tardy neeting
notifications, and the l|ack of wupdated information being
conmuni cat ed. One resident stated that it insults the
residents to receive letters fromthe Cty, even before the
schedul ed neetings, that read, “Congratulations! W have
determ ned that your neighborhood needs this recreation
facility.” Another resident noted a |ack of advance notice
about the neetings, comenting that sonetinmes residents
were notified of a neeting the day before or on the very

day of which the neeting was schedul ed to take place.

One resident stated that neetings to discuss the
proposed agreenent should have been nore informal. He
added that not everyone feels confortable participating in
a formal setting.

Anot her concern was that the residents were not being
kept informed regarding the details of the ongoing process.
A suggestion was nmade that the Gty update the resident

with a nonthly newsletter outlining current issues.
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C. O her Noteworthy Comrents

One individual stated that the nmin challenges

come from “not knowi ng what whoever is in command at NPS
will want.” As an exanple, she discussed a road that had
been on NPS for many years and had provided access fromthe
front of Herrmann Hall. The present |eadership at NPS had
the road, which ran adjacent to his house, renoved because
he wanted additional privacy. She was concerned that “the
future | eadership of the school mght as capricious and not
want the property to be used as the proposed |and |ease
agreenment intends.” Another resident stated, “ The Gty is
pronoting a project that they do not understand. They
don’t know what the Navy wants to give up or what the Cty
wants to accept.” He further stated, “Citizens are being
encouraged to vote ‘yes’, but they don’t know what they are

voting for?”

As described in the preceding interviews, a subset of
six Monterey residents provided their perceptions of the
cost s, benefits, st rengt hs, weaknesses, opportunities,
threats, and fundanental concerns surrounding the proposed
| and | ease agreenent.

| ssues associated with the renoval of the fence
currently surrounding the Del Mnte Lake (i.e. increased
transients around the |lake; increased traffic in and
t hroughout the adjacent nei ghborhood; parking problens; and
safety/security concerns), as well as possible unpopular
uses of Neighborhood |I|nprovenent Project (NIP) funds to
make inprovenents on NPS property as negative inpacts.
Primary benefits included increased facility usage, better

facility maintenance, and grounds inprovenents. Primry
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st rengt hs, weaknesses, opportunities, and threats
associated with the proposed |and |ease agreenent where
focused around two general topics: comrmunications and the
City's performance of maintenance on NPS property. The
f undanent al i ssues oObserved during this process were
concentrated in the areas of mstrust of the Cty' s process
to gar ner comunity i nput and i nvol venent , and

di ssatisfaction with the City’s conmunicati on process.

Chapt er \% will provi de concl usi ons and

reconmendat i ons.
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V.  CONCLUSI ONS AND RECOVMENDATI ONS

This thesis exam ned the proposed | and | ease agreenent
bet ween the Naval Postgraduate School (NPS) and the City of
Mont er ey, California. These two organizations are
experiencing conpeting demands for scarce resources amd
calls for increased and better services, and facing
increasing pressure from diverse stakeholders to obtain

substantial return on investnments while reducing costs.

The data for this thesis were derived by reviewng
business practices and industry publications associated
with partnering initiatives. Sem -structured interviews
were conducted with 23 individuals, including civilian and
mlitary managers, conptroller personnel, and various
custonmers and persons from the three primary stakehol der
gr oups. This study concludes with suggestions for further
st udy concer ni ng publ i c-public and public-private
partnership initiatives.

A CONCLUSI ONS

1. NPS has substantial opportunities to partner with

the City of Mnterey to capitalize on underutilized |and
and building assets to reduce operations and naintenance
(O&) costs, and obtain cost avoidances and capita
i nprovenents to increase the value of |and | ease assets.

By conbining governnent experti se, asset s, and
resources with conplenmentary contributions fromthe Cty, a
partnership between NPS and the City can offer a variety of
benefits. The partnership could incorporate cost sharing
projects that pool resources and allow both entities to
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acconplish their long-range goals with fewer funds than
traditional contractual or outsourcing arrangenments would
require. The partnership ar r angenent di ct at es a

col | aborative rel ati onshi p.

Under the terns of the proposed agreenent, NPS would
| ease the underutilized areas of the Del Mnte Lake and
surrounding land, ball field and adjacent picnic area, the
heavy vehicle nmintenance area, and the perineter road
around the canpus. The City would gain the opportunity to
integrate previously closed recreational facilities into
the local community in exchange for services and pernmanent
i nprovenents to the designated area in an estimted anount
of $1, 300,000 over a 10-year period. The Gty would al so
provi de continuing maintenance for the termof the lease in
the estimated anmount of $117,000 per year. The capital
i nprovenents acconplished by the Cty would increase the
val ue  of NPS recreational facility assets through
noderni zation and continued maintenance, and preserves

t hose assets for mlitary use.
Partnering would enable NPS to reduce facilities

operation and nmaintenance costs, while realizing cost
avoi dance and receiving capital inprovenents to facilities
infrastructure. And, the Cty of Mnterey would gain
additional recreational facilities and mai ntenance areas at
a greatly reduced cost as conpared to costs to buy land and

build the necessary facilities.
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2. A partnership between NPS and the City of
Monterey could substantially strengthen NPS' s position
for the anticipated Base Reali gnnent and C osure (2005)

Base Realignnment and C osures (BRAC) pose additional
challenges to the Navy and the Naval Postgraduate School’s
ability to carry out its mlitary mssion. A successful
partnership with the Gty could assist NPS in not being
identified as an installation to close during the next Base
Real i gnnment and C osure (BRAC) actions schedul ed for 2005.
A public-public partnership gives NPS an avenue to
integrate with the | ocal community, vice operating strictly
as a mlitary community. That integration provides NPS
with opportunities to develop stronger rel ati onshi ps
between the Navy and the |ocal community and assistance in
strengthening the political ties that could nake it even
nore difficult for DoD to close NPS in future BRAC rounds.

3. The systemthat NPS uses to identify specific
cost factors (MAXI MO) appears to be sub-optimal.

A financial cost/benefit analysis could not be

conduct ed. The Cty of Monterey provided financial,
mai nt enance, and nanagenent data representative of a park
conparable to that being considered for |ease. However,
repeated requests for relevant costing information fromthe
NPS Public Wrks departnment yielded no useful data to
conpare against City of Monterey financial data.

A key to NPS being able to reduce facilities operation
and mai ntenance costs lies in its ability to identify costs
associated with specific functions. The NPS PW depart nment
operates a conputerized nmanager nmaintenance program that
tracks procurenent, inventory, equipnent, and |abor, yet
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the PW departnent was wunable to provide the necessary
costing information to conpare against Cty costing
i nformation. And, as stated in Chapter 1V, subject matter
experts from the NPS conptroller shop were not utilized to
perform an i n-depth fi nanci al anal ysi s of t he
functions/areas under consideration for lease to the Cty
of Monterey. Appendi x D shows that NPS estinmates $63, 000
i n annual nai ntenance savings and another $1.045 million in
cost avoidance for road and fence maintenance, and capita

i nprovenent projects to be perfornmed by the GCity. The
estimates represent real savings for the school and would
play a valuable role in determining whether or not NPS
should pursue the agreement with the Cty, except the
estimates have not been validated by the school’s primry

financi al experts.
NPS woul d need to performa thorough cost/benefit

anal ysis before it could accurately estinmate potential cost
savi ngs/ avoi dance. A system that provides the capability
to break out |abor hours, equipnment, supplies, utilities,
and maintenance costs would assist NPS analysts in
gathering accurate data to perform an in-depth cost/benefit
anal ysi s.

4. Several fundanmental assunptions concerning the
apprai sal and Fair Market Value of the proposed | ease
property are clearly contradictory.

The Fair Market Value (FMV) of the property nust be
ascertained based wupon the appraisal assunptions and
consensus by senior Navy |leadership and the City. Yet, NPS
and the City of Mnterey differ regarding basic appraisa

assunption precepts. NPS s assunptions reveal an intent to
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gain the highest possible value for the property and then
base services rendered by the Cty on that final dollar
figure. \Wereas, the Gty of Mnterey believes the FW of
the land should be set at its current and intended future

use.

Cty of Mont er ey makes t he fol |l ow ng nmaj or
assunptions: the agreenment represents a non-conmercial,
joint partnership lease with no revenue gained by the Gty
or the Navy; the Cty wll Ilease the property for the
public benefit of Mnterey residents for recreationa
opportunities in exchange for negotiated services on
i nprovenents to, and nmaintenance of said property; the |and
has no comercial value while under the control of the
Departnment of Defense; the current property zoning, single
famly, 20,000 square foot ot mninum is “hold” zoning
the FW of the land should be set at its current and

i ntended future use.

The Naval Postgraduate School, represented by the real
estate arm of Engineering Field Activity, Wst (EFA West),
makes the following major assunptions: the property likely
has commercial value regardless of whether or not NPS
chooses to take advantage of its potential; the exchange of
services, and the anount of inprovenents and naintenance
the City proposes to performis irrelevant to the val ue of
the underlying property; the Navy is a Sovereign entity,
free to use the property in any manner it chooses, and the
current zoning is instructional but not operative; the
City's intended use may not be the highest and best use of

the property, and the lack of a profit notive on the part
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of the |essee does not preclude the possibility of a

potential alternate profit-oriented use.

Unless NPS and the City of Monterey can nodify their
positions and obtain consensus around the appraisal
assunptions and the subsequent FW of the property, the
agreenent, in all likelihood, will not proceed.

5. Al t hough the proposed partnership appears to FIT
in terms of the strategic plans of both entities, severa
key factors differ: cost accounti ng practices,
comuni cati on and deci si on-maki ng structures, and cul tures.

The NPS strategic planning nodel enphasizes the need
to focus on teaching, research, and executive education as
the core mssions of the school. In keeping with the
tenets of the 2001 Quadrennial Defense Review report, NPS
| eadership is working to reverse the damaging effects that
years of underfunding and neglect have had on its
facilities, t he resul t of whi ch i's an er odi ng

infrastructure that is less and |ess capable of supporting

current mlitary requirenments. Reversing the existing
shortfalls will require additional funds for infrastructure
sustai nment and recapitalization. The consequence of
continuing to neglect the current facilities wll be

facilities infrastructure that is marginally supportive of

the school’s primary m ssion.

The Cty of Mnterey's strategic planning node
focuses on acquiring recreational property to support the
growi ng need for such areas. Al though the City nmintains
and operates over 30 parks and recreational facilities, the
current facilities are not capable of neeting the demand of
the City's growi ng popul ation. By partnering with |oca
mlitary installations such as the Presidio of Mnterey,
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the City has been able to increase its recreational
facilities footprint while holding down the costs
associated with acquiring new | ands. The City of Monterey
is currently involved in several partnerships that

denonstrate the efficacy of such partnering initiatives.

Al t hough the proposed agreement “fits” the strategic
pl ans of both entities, several key differences exist that
could nake inplenentation of the agreement problematic.
NPS and the City have dissimlar cultures, conmunications
and decision-making structures, and cost accounti ng
practi ces.

NPS is a highly structured, stove-piped, hierarchica
or gani zati on. In order to seize the  Dbenefits of
partnering, NPS would need to adapt its business practices
to capture all financial costs and reduce cycle tine. I t
may need to decentralize where historically it has been
centralized, flatten decision-making that has historically
been hierarchical, integrate where it is often divided,
custom ze what it once struggled to standardize, and use
public or private industry to perform functions that were
previ ously jeal ously governnental .

B. RECOMVENDATI ONS

The basis of a successful partnership is that both
parties are able to leverage their assets to obtain
nmutual Iy beneficial results. The efficacy of the proposed
agreenent hinges on the ability of NPS and the City of
Monterey to forge a viable working relationship. Towar ds

that end, NPS could perform a nore detailed cost/benefit
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analysis to better estinmate potential costs and benefits
associated with a transaction as conplex as a public-public
part nershi p. An alternative system that breaks out | abor
hours, equiprment, supplies, utilities, and naintenance
costs should be seriously considered or purchased to assi st

NPS anal ysts in devel oping the cost/benefit analysis.

The City of Monterey is not positioned to pay the
anount that mght result if the Fair Mrket Value of the
property were set at the highest and best use. Therefore,
an agreenent on the appraisal assunptions nust be reached
if NPS and the Gty are to nove forward wth the agreenent.
I f NPS hopes to forma true partnership with the Cty, NPS
should revisit allowing the property to be valued based on
the current and proposed use.

Finally, we recommend that NPS and the Cty of
Monterey continue working on the proposed partnershinp,
develop a mutually beneficial contract, and inplenent the
partnership. The proposed agreenent possesses incredible
opportunities for both the Cty of Mnterey and the Nava
Post gr aduat e School . For the City, the proposed upgrades
and capital inprovenents represent a nmuch |ower cost,
spread out over tine, than the Gty could expect to
purchase |and on which to build new park facilities. And
for the Naval Postgraduate School, relinquishing the role
and responsibility of property managenent for the proposed
| ease areas would allow NPS to better focus on the school’s
primary mission of education, while still retaini ng
priority use of the facilities and reaping the benefits of
the capital inprovenments to the properties. Addi tionally,

the proposed agreenent would establish a solid partnership
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between NPS and the City and help to solidify the school’s
position in the local community, thus providing a ngjor
advantage if the school 1is targeted in future Base

Real i gnnment and C osure (BRAC) rounds.

C. FOLLOW ON STUDI ES

1. Increase efforts to identify and clarify best
business practices that make public-public and
public-private partnering and/ or out sourci ng

initiates viable for mlitary organi zations.

2. Continue efforts to specifically identify detailed
costs and benefits for partnering wth public
entities, 1i.e., conpare relevant financial and
mai nt enance data for ball fields, picnic areas, and

vehi cl e nai nt enance ar eas.

3. Cearly identify | egi sl ative restrictions on
partnering initiatives and pronulgate guidelines
for public nmanagers and adm ni strators.
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APPENDI X A

PUBLI C LAW 103-337, SECTI ON 816
DEMONSTRATI ON PROJECT

DEMONSTRATI ON  PROJECT ON PURCHASE OF FIRE,
SECURI TY, PQOLI CE, PUBLIC WORKS AND UTILITY
SERVI CES FROM LOCAL GOVERNMENT AGENCI ES.

(a) DEMONSTRATI ON PRQJECT. - The Secretary of
Defense may conduct a denonstration project
begi nni ng Cct ober 1, 1994, at Mont er ey,
Cal i forni a, under whi ch any fire-fighting,
security guard, police, public works, utility, or
ot her nmunicipal services needed for operation of
any Departnment of Defense asset in Monterey
Count vy, California, may be purchased from
government agencies located within the county of
Monterey. The purchase of such services for the
denonstration project nmay be made notw t hstandi ng
section 2465 of Title 10, United States Code.

(b) EVALUATION OF PRQJECT. - Not later than
Decenber 31, 1996, the Secretary of Defense shall
submt to Congress a report evaluating the
results of t he pr oj ect and maki ng any
recommendat i ons t he Secretary consi ders
appropriate, including recommendati ons on whet her
the purchase authorities used in conducting the
project could be used to provide simlar services
at other | ocations.

PUBLI C LAW 104- 201, SECTI ON 352

REPORTI NG REQUI REMENTS UNDER DEMONSTRATI ON
PROJECT FOR PURCHASE OF FIRE, SECURITY, PCLICE,
PUBLIC WORKS AND UTILITY SERVICES FROM LOCAL
GOVERNMVENT AGENCI ES.

Section 816 (b) of the National Def ense
Aut hori zation Act for Fiscal Year 1995 (Public
119



Law 103-337, 108 Stat. 2820) is anended by
striking out “1996” and inserting in lieu
thereof “of each of the years 1997 and 1998.~
(Note: This date has been extended to January

2002.)
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APPENDI X C

CITY OF MONTEREY PRELI M NARY LI ST OF | MPROVEMENTS

FOR THE DEL MONTE LAKE PARK PLAN

| MVPROVEMENTS

Nor t heast Area

1. Tree/vegetation cl ean-up

2. Fence inprovenents along Del Monte

and Pal o Verde Avenues

3. Trail inprovenents around the Del
Mont e Lake
4. Ball park inprovenents/renovations

(maj or/ m nor)

5. Parking inprovenents near ball field
6. Picnic area near ball field

7. Resurface mmi ntenance yard area

8. Design/administration of Northeast

Area itens
SUBTOTAL (estimate)

10'" Street, Sloat and Del Monte Avenue

ESTI MATED COSTS

As of 1/10/01

Ar eas

1. Fence along 10'" Street from gate to
ball field

2. Develop recreation trail along Sloat

Avenue

123

60, 000

60, 000

175, 000

*245, 000/ 75, 000

75, 000
15, 000
55, 000

60, 000

745, 000/ 575, 000

76, 000

**325, 000



3. Develop trail from Sloat to Palo

Verde Avenue

4. Relocate fence along Sloat and Del

Mont e Avenue

5. Street/parking inprovenents along

Sl oat Avenue
SUBTOTAL (estimate)
GRAND TOTAL

*$245, 000 i ncl udes denolition and

construction of restrooni concessi on
ar ea; bal | field fenci ng; turf
irrigation; soi | preparation and
seedi ng

**Costs to be determned based upon

| evel of inprovenents

***Cost for sinple relocation of the

exi sting fence
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40, 000

***70, 000

60, 000

571, 000

1, 316, 000/ 1, 146, 000



APPENDI X D

NAVAL POSTGRADUATE SCHOOL PRELI M NARY ESTI MATES FOR
ANNUAL MAI NTENANCE SAVI NGS AND COST AVA DANCE

ANNUAL MAI NTENANCE SAVI NGS ESTI MATED

SAVI NGS
1. Ball field lighting 40, 000
2. Del Monte Lake punp mai ntenance 20, 000
3. Grounds mai ntenance (primarily trees) 3, 000
SUBTOTAL (esti mate) 63, 000

COST AVO DANCE

1. Road nmi nt enance 25, 000
2. Fence nmi ntenance (new acadeni c fence) 20, 000
3. Capital inprovenents (performed by the City) 1, 000, 000
SUBTOTAL (esti mate) 1, 045, 000
GRAND TOTAL 1, 108, 000
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